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M 3 Director, USOM/Tran January 28, 1956, 


FROM: &B, Heilpern, Chief, Fiscal ana Monetary Affairs Division 
’ 


Attached is a brief report and comments On a private dis- 
cussion I had with Mr. Prud'homme at an informal private dinner 
party on January 2/75 1°56. 


The essence of this discussion iss 


Le* Ep, Ebtehaj means well but his Napoleonie attitude and 


2. His staff ts not qualified; he knows it but will not aq- 
mit Lt. 


3. Any recommendation by us to Plan will be useless, unless 


we make Peer and detailed suggestions as to how such 
recommendations will] be earried out. 


» The lack of proper aides offsets Er. Ebtehaj's ambitions 
and strong efforts,-hence he needs help. 


Highlights of Mr. Prud'hommets Statements in regard to 
Attitude and General Coneept of kr, Ebtehaj in 
his Dealings with all Agencies ineluding U.S. Government 


BEY Ebteha j considers himself a little Napoleon, He believes 
that he is the first person in Iran to approach the Seven 
Year Plan with the dron will to have it carried out, He 

does not care for the methods or authority of other Minis- 


2 His attitude toward, and fre 


3 shout 9 leading figures in 2ran - 
Tac 


RPA ere Of the Goverment 
idence shown in him by the 8 


‘ 
\ 


ee ewer 
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He is not responsible for the uncoordinated and overambi- 

tious program of the Plan. He is pushed by the Shah who 

is anxious and impatient to develop.:the economy and to 

eateh up with numerous delays in acti n. Only two days 

agé Mr. Ebtehaj told him that the Shah had called repro@ch- 

ing hir for things going too slow. The Shah had reportedly 

said that for the last year no development took place in 

road and harbor construction and asked him why the. planned 

dg plant (Kxupp-Demag) had not been started. Mr. Ebtehaj 
therefore, under constant pressure, is highly nervous, 

and cannot concentrate on systemat##,approaches. 


Mr. Ebteha3 does not see eye to eye with Mr. Prud'homme 
in that he will not be able to send all the money within 
the projected time. He, Mr. Ebtehaj, really believes he 
can do that. 


Mr. Ebtehaj is seriously handicapped by a lack of skilled 
staff. He cea sales it but will never admit 1% in public. 


He feels ered if one points out the shortcomings of 
certain aides whom he has picked. By naming a certain 


person, Mr. Prud'homme confirmed my previous judgment 


that this person is utterly incompetent. Mr. Prud'homme 
stated that in such cases, Mr. Ebtehaj would immediately 
react violently and, for nstance, say: I nave been 
Governor of the biggest bank in this country, therefore, 
I am absolutely able to evaluate my appointees, and 
nobody ean tell me they are not competent. 


He also will say, in other cases, he cannot admit mis- 


takes in public. Mr. Trud'homme believes that such an 
attitude is Mr. "“btehaj's greatest weakness and yet one 
should not act negatively and form a poliey on such 


- hyman weaknesSe 


Private En: se. Mr. Ebtehaj is definitely not. against 


private. en erp rise but believes that, at present, the. 
operational Sha ‘Sarai genial: deficiencies in publie enter- 
are anette Chae. in rpriga bes. enterprise. : 
n 3 Aas th 
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Mr. Prud'homme was asked what lr. Ebtehaj has 
Suggested to improve such situation by training 
and/or setting up a campaign for free enter- 

m prise, etc. ; 


Mr. Prud'homme believes that our (1.S.) mistake is that we 
merely suggest certain things, a certain standard proce- . 5 
dure as used. in U.S.A., throw it at the Flan Organization if 
(sugar deal) and stop our assistance from thereon. 

Mr. Prud'homme stated that Plan Organization is not able = 

to earry out such recommendations, but that we should ex- 

plain and suggest now our recommendations should be carried 
ont. . : “4 


This mistake, in his opinion, is the reason why many U.S. 
recommendations ‘are not carried out, while Flan would not 


admit that it is unable to do so. 


For this, Mr. Prud'homme gave the following illustrations: 


a. Somebody comes to Mr. Bbtehaj's office and makes. 
, recommendations. Mr. Ebtehaj is impressed, calis 
them excellent and calls in-his aide, tells him 
immediately to go ahead and to draft a plan. 
The man never comes back, simply because he does 
net know what to do. i 


b. Southafrican Mining Corporation reople discusses 
with Mr. Ebtehaj the investment law. They ask 
how much »rofit they may take out. Mr, Ebtehaj 
_calls his aide who says "we think" it is approxi- 
mately 15% of net »rofit. The British ask Lent 
‘much precisely, They do not get any clear 
answer and approach the competent Ministry where 
they also get no clear answers. The British 
then také a draft, fly home, compare Iranian 
laws with laws of other countries, Then, they 
return, point out the greater benefits granted Be gd 
to investors by other countries and ask:for a 
the Same*by finally drafting.a clear sugges- 
tion and requesting approval. ar NN eds 1h 


Comments : 


vould never accept the present manage- 
ment but would appoint a management of its own choice, 


Note: This concurs 100% with my Observations ag presented 
in a memorandum om the Industrial Credit Pank of 
Flan, and concurred in by lr. Gauthier in nis 
“report, 


For an appraisal of this discussion, it should be pointed 
out that I am not a Stranger to Mr, Prud'homme; our ac- 
quaintance dates back to 1948 when we served together with 
the U.S. Military Government in Germany, 


to change the situation in the two years of his assignment 
but he will "try his best", 7 


The situation as presented may create the . following prob- 
lems: . . 
(1) Should we disregard Personal treatment by Mr.. Ebtehaj 
. and cope with his attitude face the present face of 
his staying in power in order to promote cooperation 
or ' . 


(2). Must he Be made to realize ourimportance and adopt 
_more conciliatory and less dictatorial manners if 
he wants cooperation, : 


} vr} AVN: 


OFFICIAL USE ONLY 


AIR POUCH With Unclassified Section. SSS, @- Leyen, 
a Y-145C 
FROM : AMEMBASSY, TPMHRAN F al oe a , 
Cpr t Ah /95¢ Ps 

TO : THE DEPARTMENT OF STAT®, WASHINGTON. ae tn 


REF. (: CERP April 30, 1954, D-5 and 7; Despatch 23 of July 16 19559) = 


os oh 


= 


n-Yeer Se Plan. a0 
np ot b &-f¢ /CA-10 Lap -v “lon EUR Sf 


/7 _ WEAY Wl Cua. a 7 2 - 
th, [eit erate FREE a se eI 
ASIA -/ deuL SUMMARY Yory-3 773 O 


126157 Ls durdithicd - 

The Shah signed into law Iran's Second Seven Year Development Plen: gn 
March 13, 1956. This Plan, which is a loosely drawn affair, calls for 

expenditures of 70 billion rials (approx. $920 million) over the next spven 

years. It provides for a broad attack on the country's economic and soPial 

backwardness and, if implemented, wil] fundamentally alter the conditiogs of 

life in Iran. 


u/mY 
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Although no general concept seems to have inspired the formulatio 
tiis Plan - moneys ere allocated where they are needed, which is every 
it appears thet Ebtehaj, with the backing of the Shah, has decided to 
priority to long term development at the expense of immediate results A 
Social Improvement Program, however, has been devised to ect as a me 
(This Program embraces municipal - development projects.) Still, a rising 
demand for material benefits from 21] classes of Irenian society will mean 
continuing pressure on the Organization for achievements. Furthermore, the 
Plan cen only be implemented by the employment of large numbers of foreign 
firms and technicians, however great an effort may be made for the training 
and education of Iranian personnel. 


Q% peasrmey og 


Nehas 


/UV3A 


It is clear that successful implementation of this Development Plan 
‘depends upon continuation of a strong and stable central political authorit 
In turn, the continued stability of the Government requires the orderly 


fulfillment of the Plan. 
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INTRODUCTION 
Submitted as an enclosure to this despatch is the text of the second 
Seven-Year Development Plan called the "Plan Organization Fill", passed 
by the Senate on February 21st and by the Majlis on February 28th and 
signed into law)by.the Shah on March 13, 1956. The Plan sets forth expen- 
dituresd in the amount of 70 billion rials (about $920 million) dérived from 
oil revenues to be spent on various programs over the next seven_yea 
beginning September 24, 1955 (first day of the second half of 133 ot 
March 22, 1955, first day of 1334, as was provided in the oe pa 
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Responsibility for implementation of this Plan is vested in the Plan 
Organization, but it is the Council of Ministers which is made responsible 
before the Houses of Parliament. The law as enacted is an amended version of 
the Government's revised bil] which was analyzed in Despatch 477 of December 
15, 1955, Considering its long legisl:tive history, however, there is 
surprisingly little difference between this law and the bil] originally 
proposed by the Government in June 1955 and trsnsmitted in Despstch 23 of 


Legislative History 


In view of the detailed analyses of Parliamentary proceedings reported 
in several despatches, the presen* despatch proposes only to summarige the 
legislative history of the bil]. 


The original Government bill was written in June 1955, A revision was 
presented to the Majlis on November 13, 1955. In order to expedite the 
passage of the bill, which was recongnized as of primary importance, the 
Majlis created a special Committee of 36 members, representing all the 
interested committees. The principal points at issue soon appeared to be 
the extent of authority granted the Orgenization in controlling expenditure 
of the oil revenues and the relative degree of authority of the Organization 
and the various Ministries. Both issues stemmed, in large measure, from 
the violent opposition of most Deputies and many Ministers to the Organizetion's 
Director, AH, EBTEEAJ. 

This opposition was arrarent in the proceedings of the Committee. It 
was only through extreme pressure from the Court thet the Committee finally 
returned the bill to the Majlis with only a few amendments mostly tending 
to encourege short-term, impact-type projects. The Senate, however, took 
a strong stand, holding that the bill was not a financial bill and mst 
therefore be presented to the Senate for its approval. This was done. In 
the Senate, the opposition was able to make itself felt even more clearly 
than in the Majlis. The Senators were not subject to the same pressures 
since they are not up for reelection, and also because the Senate President, 
TAQIZADFH, persuaded the Shah that the Senate should be allowed to circun- 
scribe the Director's authority, since the bill] as written was too de- 
pendent on the personality of a Director who was liable to be changed. The 
Senate was therefore able to make a number of amendments which had the 
effect of establishing closer Parliamentary control over the Organization's 
operations. A Joint Committee of both Houses (instead of the former 
Majlis Committee ) was proposed as the controlling body. The authority of 
the Senate has been thereby enhanced and brought to bear on the Organization. 
The bill as amended was passed by the Senate on February 21st and by the 
Majlis, to which it was returned on February 28th. The Shah telegraphed 
his approval from India on March 6th and signed the bil] after his return 
on March 13th. 
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The Second Seven-Year Development Plan 


Considering the nine months taken for its pessage and the grave issues 
which it raised, the new law governing Iran's second Seven-Year Development 
Plan is surprisingly little different from the bill presented in June. It 
recasts and clarifies the first bill and makes its provisions more detailed 
and precise. Many articles as originally written have been incorporated 
into the law and the besic concept of the Plan has been retained. The 
present despatch purports to review the entire law for the sake of comprehen- 
siveness, but, in view of the detailed analyses already given, emphasizes 
only the main points. The following review, however, should be read with 
this caveat: the figures and programs detailed in the Plan are mere 
estimates, offering only the bare outline of what might be termed a Plan. 


Article 1 sets forth the purposes of the law and makes the Government 
responsitle for carrying out the progrems which constitute the Plan within 
a period of seven years beginning September 24, 1955. Two Notes are 
appended to this Article. The first calls for giving "productive operations, 
such road building, complétion of railways, parts, irrigationg, agricultvre, 
plant disease control, building of dams, construction of factories and 
facilitating means of exploiting mines .........priority before other non- 
productive operations." The Note was incorporated into the new bill in 
response to the fear that the Organization's revenues might be diverted 
to "strategic purposes" as well as to satisfy an increasingly pressing 
demand for achieving early concrete results. The second Note requires the 
Government to draw up a st:tement of account of the first Seven-Year Plan. ; 
This Note is one of the amendments proposed by the Senate and a reflection 
of a widely-held opinion that the oil revenues for the first Plan were ge- 
nerelily dissipated. 


Article 2 gives a breakdown of the amounts to be spert according to 
various categories, chapters, and programs. This Article and the next 
form the core of the law. In effect, they are the Plan, loose as it is. 
The following amounts are specified for programs underway and for which 
funds have been allocated: 


Agriculture end Irrigation 6,260 million rials 
Communications 5,367 million rials 
Industries and Mines 2,759 million rials 
Public Utilities 2,814 million rials 


17,200 million rials 


The second category includes proposed programs as follows: 
Agriculture and Irrigation 


(Chapter I) 9,458 million rials 
Communications 3 
(Chapter II) 17,454 million rials 
Industries and Mines | ! 
(Chapter III) 6,801 million rials 
sia (2 Utilities 
Chapter Ivy 87 million rials 


- 49,300 million rials. 
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The third category includes programs still to be formulated: 
Agriculture and Irrigation 2,500 million rials 


(Mention is made of the desirability of erecting a chemical 
fertilizer plant.) 


Industries and Mines 1,000 million rials 


3,500 million rials 
Grand Total 70,000 million rials ° 


The extensive reallocation of funds among chapters and programs as set 
forth in the June plan and those in the present one submitted in November 
Clearly indicates that the programs have been drawn up in very general 
terms only. The original bill of June contemplated total expenditures of 
68 billion rials. The difference of two billion rials between the grand 
totals is due to an increase in the amount allocated to Highways and 
Asphalted Roads (7,960 million rials egainst 5,960 millions). The clearest 
example of the looseness of the planning is the reallocation in February 
1956 of 1,600 millton rials from the third category (uncommitted funds) 
to the Sugar Industry Program under the second category - at the insistence 
of the Majlis Committee which felt that Iran should reduce its deperdency 
on imported sugar. 


A Note was appended to Article 2 which provides the basis for financing 
what is termed the Social Improvement Program for municipal development. 
The Note grants the Organization authority to cover half the costs of 
municipal development projects - the other half to be financed by the 
municipalities, - and to grant loans to municipalities with incomes of less 
then one million rials a year end for projects which are undertaken by "the 
‘people without participation of the municipality". 


Article 3 contains tables showing the yesrly allocation of expenditures 
for the second category according to chapters and progrems for each of the 
seven yeers. Comparison of “these figures with those of the first plan 
also indicates extensive shifts in allocations, and again evidently without 
a new planning concept. 


Article 4 requires that the Plan Organization prepare detailed programs 
to be presented for the approval of the Joint Committee of both Houses. 
Since the passage of the bill;\/presentation of these programs before the Comm 
mittee has proceeded apace. This presentation will indicate how detailed 
are the programs presented to the Committee and how general is the Committee's 
grant of authorization to the Organization, This matter will be the subject 
of a further despatch. 


Article 5 (virtuelly the same as Article 13 of the original bill) defines 
the Organizations's authority to shift allocations from Chapter to Chapter 
and from Program to Program, For any important reallocation, however, the 
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permission of the Cabinet and the Joint Committee is required. 


Article 6 provides that approval of the Committee is required for 
utilization of unexpended allotments. 


Article 7, a new provision, provides that the Organization's work 
shall be distributed around the country. 


Article 8 governs the Organization's income. This Article is clearer 
and better defined than Article 10 of the previous bill. It provides that 
the Ministry of Finance will reciéve 10 percent of the oil revenues for 
the years 1334, 1335, and 1336, as well as any surplu« remaining from the 
NIOC's share after settlement of the Company's approved expenditures. The 
balance of the total income from oil revenues is to be turned over to the 
Plan Organization, This balance is estimated to amount to 60 percent of 
the total. In the last four ye:rs of the Plan, 80 percent of the oil 
revenues will be allocated to the Organization and 20 percent to the NIOC, 
The surplus from the NIOC's income, after meeting expenditures, will. be 
turned over to the Ministry of Finance, as will 5 percent from the 
Organization's share if it can be shown tiat this amount is needed "for 
the maintenance and management of the non-profit establishments", 


The Senate wrote two amendments to this Article (Notes 2 and 3) which 
are addressed the problem of utilizing the oil revenues for economic 
development to the maximum extent possitle and, at the same time, providing 
the Government with sufficient funds to balance the general budget. Note 
2 provides that the Ministry of Finance shall receive all funds from oil 
revenues in excess of $144 million in the year 1335 and in exeess of $188 
million in each of the years 1336 and 1337, These figures are believed to 
be those cited as estimates of Iran's oil revenues ty Mr. Page, the Con- 
sortium's chief negotiator, st the time of signature of the Oi] Agreement 
in October 1954. In effect, Note 2 gives the Government legal authority 
to use oil revenues above those stipulated in the Agreement for the general 
budget. The Note was inserted after the Government's request to the Con- 
sortium in February to increased oil production. Appreciable support for 
the general budget may therefore be expected from the oil revenues over the 
next three years. In another paragraph, this Article states that the 
Government is "duty bound to adopt meesures in order that from the year 
1337 the general budret deficit of the gountry shall not exceed the amounts 
allocated from the oil income...." 


Note 3 authorizes the Government (and not the Organization) to raise 
up to $240 million in loans during the years 1334, 1335, and 1336 to meet 
what is calculated to te the Organization's deficit in fulfilling its 
requirements. The expenditures of these loans, however, are subject to 
the approval of the Joint Committee. The withdrawal of the Organization's 
authority to raise loans in its own name is one of the principal limitations 
placed on the Organization's independence in the new law. 
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Article 9 declares the Organization to have a "corporate personality 
and fiscel independence" and sets forth the Organization's functions. This 
Article is similar to Article I of the original bill, except for a Senate 
amendment, which requires the Joint Committee's approval of the Organization's 
statcment of account after an audit by the Government. 


Article 10 is concerned with the Organization's method of operation. 
It should be noted that when consult’ng engineers are employed, they are 
made responsitle for recommending the selection of manufacturers and con- 
tractors. Articles 9 and 10 grant the Organization primary responsibility 
for carrying out the Development Plan and the expressed authority to control 
the work done under this Plan ty the Ministries and other agencies of the 
Government. However, a Mejlis Committee amendment makes the Cabinet res- 
ponsible for settlement of differences between the Organization and 
Governrent agencies. Tucked away in Article 10 is a paragraph which directs 
the Organization "to fecilitate the encouragement and investment of private 
capital by formulating projects, giving directions, technical aid, particip- 
ation, granting credit or procuring credit from internal and foreign sources". 
The intent is good, but fulfilJment will depend on the attitude of the 
Organization's Director and on the pressure exerted by private interests. 

Article 11 sets forth the functions and duties of the Managing Director, 
the High Council and the Control Board, The Director is appointed for a 
term of three years by Imperial decree upon the proposal of the Government, 
the seven members of the High Council for the ful] term of the Plan, and 
the six members of the Control Board for two years. The approval of the 
High Council is required for contracts and plans prepared by the Director. 


Article 12 states that "The Government is responsible for the Plan 
Organization before both Houses of Parliament", This erticle clearly 
subordinates the Organization to the control of the Government. 


Article 13, 14, 15, 16, 17 and 18 are essentially similar to Articles 
2, 3, 4, 5, 6, and 16 of the earlier bill and are of smal] consequence. 
Article 16 which deals with the appropriation of lands and Article 17 which 
deals with uneamed increment of properties are believed to be unmanageable.. 
The only amendments xm of interest to these Articles cal] for the approval 
of the Joint Committee of regulations which are to be drawn up later re- 
garding the internal affairs of the Organization (Art.13), expropriation of 
lands (Art.16), and unearned increment (Art.17). 


Finally, Article 20 requires that the aprroval of the Cabinet and of 
the Joint Committee be obtained for the hiring of foreign experts.( The 
inclusion of the Committee is another Senate amendment) 


END UNCLASSIFIED 
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COMMENT 


All things considered, the Plan law is probably as good an instrument : 
as might be expected under present circumstances. It provifies the Sol ani 
with a framework in which to work and with sufficient authority and scope 
to carry out the Plan. The Plan itself bears no resemblance to those of 
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certain other countries which contain detriled and precise goals of 
production, construction and accomplishments. Iran's Plan is a loose 
affair which offers no concept of the future economy's configuration. 


As mentioned above, criticism of the concept of ea separate Pian 
Organization has largely stemmed from oppdsition to Ebtehaj. Continuance 
of the Organizetion as a separate agency with a large measure of indepen - 
dence is due largely to the strong feeling that the greatest possible 
share of oi] revenues should be devoted to economic and social development 
and that revenues should be so earmarked. If these revenues were allotted 
to the general budget, the feeling is that they would be dissipated. The 
consequences of creating a separate organization with executive functions- 
@.g., conflicts hetween the Ministries and the Organization, coordination , 
of programs, control of the funds, etc.will continue to be difficult 
problems and will undoubtedly generate severe tensions. 


laws are only as good as the men who execute them, particularly in 
Iran. Ebtehaj has been Director of the Organization for over 18 months. 
He has formulated the new Seven-Year Development Plan and has begun to 
establish a pattern for its execution. He hes hired foreign advisers, 
established procedures of bidding, and awarded large contracts. But this 
is a one-man show and there is no assurance thet Ebtehaj wil] not be 
replaced. He has a host of enemies and could not continue: as Director 
if the support of the Shah were withdrawn, It is obvious that a new director 
with different ideas might seriously upset implementation of the Plan. 


As in other under-developed countries, economic development has 
become a magic phrase in Iran. While not clearly understood, it is a 
primary aspiration of people of. all classes. Simply stated, it probably 
means thet Iran should become a modern industrial state and that the demands 
of the people for a better material life should be satisfied. More subtly, 
it also probably means that Iran should develop strength and confidence so 
that Iranians will not feel inferior to people of the more advanced nations. 
In view of the backwardness of the country, the task of developing Iran 
into a modern state is immense - in scope and in complexity. The law as 
formulated represents a broad general attack on the whole problem. Without 
further details regarding the program, however, it is difficult to foresee 
how the Plan will unfold. Specifically, it is impossible to assess the 
wisdom of the program's priorities or to evaluate the economic impact of 
the Plan, In all probability, it will generate inflationary. pressures. 


Nevertheless, two major problems stand out clearly. One is the problem 
of trained personnel.. It is understood that the Plan Organization proposes 
to give due emphasis to the training and education of personnel., But 
training of capable persons is a slow process. Already the Organization 
has acutely felt the shortage of qualified people and Ebtehaj has come to 
rely more and more on foreign advisers. Most of the Plan's large programs 
will undoubtedly have to be carried out by foreign firms and technicians. 
This raises the question of the political acceptability of so many foreigners 
becoming involved in the country's development program. A revulsion toward 
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foreigners,such as occured under Dr. MOSADEQ, may well occur and could 
largely wreck the Flan, 


The second problem concerns long-term versus short-term benefits. The 
opinion is widespread in Parliamentary and informed circles that the 
Organization is undertaking projects which are too grandiose for Iran and 
which offer no prospect of early improvement in Jiving conditions. These 
circles feel that the oil revenues should be devoted to projects which 
have a direct impact on the lives of the masses. In particular, there is 
strong suspicion in the minds of many Iranians that certain projects (e.g., 
improvement of ports and airfields) are being undertaken for strategic 
purposes rather than for their economic value. Nevertheless, Ebtchaj undere 
stands the necessity for carrying out basic construction projects and has 
evidently chosen to give priority to these long-range undertakings with 
the backing of the Shah. Ebtehaj seems to have teen persuaded, however, 
that the pressure of public opinion requires some immediate results end, to 
satisfy this opinion, the Organizat‘on has launched the Social Improvement 
Program to build schools, hospitals, power stations, power and water dis- 
tribution systems in all the cities of the country. The prospect is, 
therefore, that there will be a certain degree of compromise between long 
and short-term plans. 


The success of the Plan is directly dependent on a strong, stable, 
central political authority. On the other hand, in view of the growing 
demand for results, reasonably prompt fulfillment of the Plan is essential 
for maintenance of politicel stability. 


END OFFICIAL USE ONLY 
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ALMIGHTY 
ae ty virtue ef Artiele 27 of the Supplementary Aet of the 


| 

BY THE GRACE OF cop “THE | 
| 

i 

ie: - Constitutional Law, herewith ordain: 
: i ae ee | 


Artiele 1: 


The Seeond Seven Yeer Develepment Plan of the 
Country, appreved by beth Houses ef the Senate 
and Consultative Assembly, annexed 


: Lo this,ordery 

“a shall be enforeed, be esteg Stes oy a 

frtiele 2: The Gevernment is assigned the Exeeution. of, this Law, 

‘ 22 Esfand, 1934 (Mareh,13, 1956) 
a a sg 

SECOND SEVEN YEAR DEVELOPMENT PLAN OF IRAN 
ae ‘ F Aytiele Le * : . sa 
wh a view to Anereasing produetion, developing exports, prepering ,publie 


es within the country, developing agriculture and Industries, dfs— 

nd explering mines and subterranean resourees, improving snd completing 
mnt bn, impreving public healthy fulfilling any operations designed 

the eountry, raising the edueational and living standa 


Liden rials on the lst ef Mehr 1334 —. September _ 
the’ Plan Law ef 26 Bahman 1327 (February 16 1948 
rah ef the Majiis of 23 Bshman 1333: ( 
subjeet of article 2, the total é 
Wiiten rials, frem the date ef. tho 
ver 1348 (Septenber 22, 1962), 

and ‘eperations fereseon in +h 


Note. 23 The Gevernment: is required to draw up 4 statement of account of the - 
al eperstions of the first Seven Year Plan Orgoniastion from the timo 
that. it started up te Mehr 1, 1334 (Septomber 24, 1955) within 
three months for sutmission te thc Joint Plant Cemmittee ef both 


Housos. 


Kieth Artiele 23 
ea ee ee 


Fer the executien of the seeond seven-year devclopment plen in addition 
to the ameunts speeified belew already approved and allecated fer programs 


in process: 


% 


Agrieulture and Irrigation 
Communications 

Industries and Mines 
Publie Utilitics 


Tetal 


iB griciilture and Irri Rhee 


2 


se ‘ 4 7 
gation and dam construetien surveys 
tural and’ Irrigation Training 
‘ OM, and improvement’ of erops 
pal, Husbands 
pests 


6,260 million rials 
5,367 million rials 
23759 million risls. 
2_814 million riols 


17,200 million rinls 


ve been allocated in each ef the various economie and social ficlds, 


egrams the elements ef which heve been established: 


Million Rials 


« 


Chapter II ~ Communications 


Part 1. + Progreme the Elements of Which Hove Been Estsblished: 


; Million Rials 
l — Highways and 4s opened Roads 7,960 
2 ~ Railways Aygl25 
3 = Airdromes 1,085 
A = Ports 2,392 * 
5 =» Communications 1,451 
Bam Mapoing — 441 
ag oho ae , Total ‘of Chapter #1 | 17,454 


Chapter TI ~ Industries and. Mines 
Port A ~ Beitr the fi enants of Whieh Have Been Established: 


: | Mig on Rials 


358 

1715 

os uid or 1,030 

An | 240 

ed Copper. dnditine me 80 

6 » Iron Smelting | 2,000 

J? = Refractory Materials | 40 

& = Pishcries 36 

 Qim Laboratories 45 

. JOge Professional Training Sitesi 45 

., Wie Industrial Cities es. 
ane st: sentietea Credits a Sa SS ee 


Total 


Programs the Elenente of W 


P; a 
Desp. No | UNCLASS If TED | Encl. No___=_— 
F — (Classification ) Desp. No. 887 __ 1 


3 ~ Electricity for Provinces 1,500 
4, ~ Hydroelectric and Steam Turbincs 978 
5 - Utilities and — in Provinees 49390 
6 — Statisties and Cens 200 
7 ~ hid to Cooperstives ‘aril Producing Companies 400 
8 — hid te Soeial Insureneo Orgenization for Yorkers 225 
*: ‘ 


: Total or Chapter IV ss dtececnnadanmotin@inecdladudes ere 
‘ Total of the Four ARRIBA ses ran eerie ewe wn dE 


: In cases of electric power for cities, publie utility and municipal 

\ @perations such 9s the supplying of potable water, esteblishment of 

~~ slaughter houses, mortuerics, enlarging of strects, asphalting of 
‘gtreets, leundry houses, bath houses and public toilets, flood dams, 

drying of marches: if operations are csrried out through the’ mni- 

elpelity or through the perticipstion of the municipality and the 

people, the Plan Organization wil] ploée at the disposal of the 

-monicipslity gretuitously half of the expenses. If the operstions 

are carried out by the people without participation of the mmicipality, 
the Plan Organization will *pive half of the expenses as a loan for 

a period of not more than 8 years at a maximm interest rate of 6 per 
cent per annum. Expenses made before the execution of this Lew by 

Munieipalities which fall under the above mentioned development and 

munieipel] operations, but which ero still incomplicte, if executed in 

a proper manner, will be appraised by the Plan Organizetion for 

being included in the 50% shere of the local municipality. 


Munieipalities can pay thei shere in installments to the account of 
the Plan Organization. in such a manner as is required for the purchase 
of materinis and equipment.er for payment to contrectors, provided 
Bee ihe Flee Organi zation is assured of the payment of inst#llments, 
ae 3 eipality should. refrain from the payment of any install 
nS he the Pi J aayruenaoeny whe. bo ie kale 


. UNCLASSIF 


under the control of the Plan Organizetion, In the case of profit making 
operations, sueh es water snd power cte., the sale price will te fixed wk 
with the conseit of the Plen Orgenizstion in order to avoid oppressing 
consumers. 


By city is meant the region which possesses 2 lawful munieipelity as 
certified by the Ministry of Interior, 


Ar tiele 36 


.... Funds specified under A items of Articlo IZ shall te distributcd over 
the seven yeers as follows: " 


‘ond Half Year Year Yeor Yeer Year Yeer Year 
 PRSAII4 1335 1336... 1337 338 =. 4339 1340... 134) | 
ga a re In Miliijons Rials aie 


Chapter I ~ Agriculture and Irrigation 


. Total 


de Irrigation end Dam Construetion Surveys 
Sar” Sea ee ae Pe ae eS 228 
2 dgricultural and Irrigetion Training : 
“iim, ee ee see BS Bi 17 8°» Be 
3s Oubtivation and Taprovmant of Crepes 


if 
ie 


Page__of Page__© _of 
oo or 
Second -Half Year Yoar Year Year Year Year Year 
of 1334 1335 1336 1337 1338 1339 1340 BP nan Total. 
| In Millions Rials 
3, Agricultural Extension: — 
: : 5c 0COs—<C i C(ititCi SC (t:t«é 
9. Agricultural Machines: 
* ~ 185 183 84 4 3 _ 459 
10, Meteorology ! 
- g un 22 25 28 - - 94 
it, Rural Economy and Agriculture] Engineering: 
me ™ 24, 25 25 25 255 = 124, 
12. Silos: 
“ae so 05 ti - . 2 ia 
13 e Agricultural “Tix 
‘ a _ 15 
“ake fetigetdon. and Dam lendinabetin’ 3 
a 434 600 BAL 393 305,35 08 


me 156 ‘Loan for Qanats and deep wells! 


Year Year Year . 
Eis 333813391340 1343 
as he In Millions Rials eter eee oe 
% pee 
ae are ey 


340 312 ~ 


3000 50 on | Reo, age 
70 7  -200 OF. 4d : 


145392 1201 627-37, 454 


Second Half Year Year 
of 1334 _ 1335 __ 1336 


2 


7s Refraetory Materials: 


- 15 a6 
Bs Fisheries? 

oan 10 16 
Se Laboratories! 

gS nee 18 


aes ee 15 


1y “Industrial Cities: 


ae 25. gs. 


Industriel Credits: 


300 400 


an Pt Ant Ri ct 


Year 
1339 


Year 
1338 


Yerr 
1337 


In Millions Rials, 


5 5 - 
10 - ~ 
13 ~ ~ 


10, Professional Training Centers: 


15 - - 
tae - ~ 
eae _- - 


765 


2 te ee inl Ni RAR IB Shah tah: heen ther ats 


Year 
1341 


Year 


1340 Tetal 


40 


- ~ 75 
~ ~ 937 


[tet tenihe thereatowaningaore 


Year Yerr _..Yeur.. . Year 
1337 to. 1339. I340 


In Millions Mais oe ces 
5q Utilities and Services in Provinces 
ne he 47 1,010 900 800 6600 
bh Statistics and Census: tg 


“300 Loo 


“to Céoperatives and. Producing Companies: - 


: 


2,153 1,632. 


ng to the execution of 
” Bost: A of f Article. es . 
1.0 awe ok ta dete of. ‘the. peuper® of 
Approval: of. ‘the. Joint Plen Comm’ tise. 


Pagel Page lO. _of 
-Desp. No___ - UNCLASSIFIED End. No_1___ 
Prom: (Classification) te No 887 


2e If appropriations alloeeted for each paragraph of any Chapter sre not 
adeavate or exceed the requirements, the Plan mey increase cr reduce the 
appropriation for that paragraph by ten per cent provided this action dees 
not change the total emount of sppropriation for that Chapter. 


3e If appropristions for eny one Chaptor sre not adequate or exceed the 
requirements, the Plan may increase or reduce the allocation of that Chapter 
by ten per cent with the approval of Joint Plan Committce of both-Houses, 
provided this action does not alter the total appropriations for all the 
Chapters. 


4e In cage necessory conditions prevail and execution is fensible, the 
Plan may increase up to 20 per cent the total appropriation for each one of 
the Chapters with the approval of the Joint Plan Committee of Both Houses, 


so thet the grand. total of the Plen appropristions is inereasod by the 


‘additional allocation, 


Article 6, 


Economies which may be made after the execution of some of theo programs 
in the allecations forescen may be utilized by the Plan Orgenizetion at its 
own discretion, for the Chapter concerned and for other Chepters with the 
xpprovel of the Joint Plen Committee of both Houses. 


Regarding operations requiring study: if after such studies are made, 

it is found thet certain factors are unfavorable, the Plan Organization must 
report the case to the Joint Plan Committee of both Houses and allocate the 
credits assigned for those operations to other operations in the same Chapter. 


If for reasons beyond the power of the Plan Organization, the utiliaation 
of the plan funds are not possible in accordance with the yearly’ allocations 
provided for, the Plan Organizstion must report the case at the ond of the 


hn A 


year’ to the Committee. In this case unexpended allotments of that yeer shall — 
be transferred for the exegution of the same operetion to the following year. 
or years Upon the proposal, of the Plan Orgenigation and with the a> ae 


dell 


ee in 


zi. 


the Joint Plan Committce of both Houses, 


Bros, Gi kh BBs pile 


(' thcatie 


7 are: ‘the income received by the NIOC from trading. oobi as stoned: eases 


(12,5 per cent of the posted price) will be divided amerig the inkotrs of 
Pea the. ioc and the Plan Organize tian as: Folloqst 


For, the years 1334, 1935 and 13363 ae ts" 


i ed ae: The: NIOC will piece at the disposal of the Ministry of Finanee ate 


5 pier remaining from the stated paymont after heving covered. the’ suthorteed . ee ae 
- Oper aati foreseen in thet Gonipery” s charter, fe a A 


¥ ve 


bp)’ “The Mirtetry of Finanee 133 utilize the wey an mention: wie 3 A 
ert of the, betel of1 income (including income tax and stated, prynent)—for 
ing the expenditures for the mintenence and management of aveilnble 
Loney e x: BIS Uli shmonts such as reeds, health and educational.” 
ke Swell: as for esteblishments: of” that 4 Le 
28 oe to the Government, for mangement bs 


ad: te 


ee: 1a1 | 5 Gnetuding income. “tec staked 
a aa be pea to the Plen Orgenteation for, Plan DASE INES RP 


f 6 fread oi income ben radii, sae 
me Kian Organisation, -  - 


Note 2: 


nanan Nested gre ial thatthe Nnamdi ch seen yet 


the differenee between the »mount determined by the Commission 
and thet mexdimum emount shell be edded to’ the Plen Organiaetion's 
share. 


If from the ycer 1337 (Persian year beginning March 21, 195&) onward 
the said Commission should confirm that the bolenee of total income 
of ofl after deducting the share of the NIOC end the 80 per cent 
share of the Plen Organization is not adequote to eover the expon= 
ditures for the maintenanee end mamagement of the non=profit 
esteblishments, it ean deduct up to e maximum of 5 per cent of the 
totel oil income from the 80 per cent shere of the Plan Or ge niga 
tion to be allocated for that purpose. 


In case that the totel revenue from oi] should excecd $144 Million 
in the yeer 1335 (March 1956-—March 1957) and $188 Million.in each . 
oneaf the years 1336 ond 1337 (March 1957 - March 1959) the surplus 
shall be placed at the dispose] of the Ministry of Finnnee, in 
eddition to the share allocated in this lew to the Ministry of 


Finanee, in order to cover essential needsof the Government, 


‘The Government is duty bound to adopt measures in order that from 


the year 1338 (1959) the general budget deficit of the country. shall 
not exceed the smounts allocated from tho oi? income: for -expenditures — 
for the maintenonce and management of the non-profit establishments 

so thet with the payment of these amounts thé general budget of the 
country should balance and not show any deficit. 


ite thus uscd shall be omortized from the revenues | 
8 or from other «evemies acoruing to tho Plan 


Article 9. 


Jon hee corporste personality 


“ 


9a kd i a 


Spa ben tee eto siete Re RP 


a a a Page Eo 


Encl. No.1 
Desp. No. 88°7_ 
F asy, 


The Plan Orgenization must pay pervtieulrr ittention to the question of 
faeilitating the investment of private erspitel in productive entercrises «nd 
mike also adequate efforts for sfeguarding end str engthening smalj urben and 
rural handiereft industries 


Ae To centralize funds <lloested for the exceution of programs and to 
poy executive expenditures thereof. 


5e To supervise the exeeutive cnerstions of programs from technical and 
finaneial standpoints and see to it thet coordination an? colleboration exist 
between executive agenciese 


6. To draw up a querterly report of on-retions for submission to the 
Government and the Joint Plan Committce of both Houses, snd to make it public 
‘eaouledge Py < 


ee full report of the yearly operstionsy ss well es a 
, ef receipts and expenditures, expleining increases in 
-_Fepiiction an hationol reveme which have resulted from the execution of 


u ied this report to the Seericient and the Joint Plan Goines of both 
Heiscs not later than Khoidad 31 (June. 22) of the following year; and to 
publish it for public knowledge aftcr the statemen' of gee¢ount of Fecipts and 
expenditures has beon approved by the Government, The Control Board shall 
examine the account of reeéipts and exnenditures and, if found without 
objection, shell submit the seme to the Council of Ministers for approval. 


Notes The statoment,of eccount of receipt and expenditure of the Plan 
a, ‘Orgonization eu be audited by the Government. The approval of the 
- °. Government report by the Joint Plen Committee of both Hovses shall be 
considered as e quit elaim for the operational period, The Joint Fis 
Committes shell examine the report within 15 days st most nd give its 
views. 


sui ete 30. 


Fan ere divided into ps clsased fro th viow- 


Re En tT TE a ne a et 5 SE Nena tg Pl 


Page._.____of ; 

Desp: No . , UNCLASSIFIED 

Pi (Classification) 

| Plan Orgenizetion, . - 


3 The execution of operation will be mace. by Government ngenetes 
under the control of the Plan Or genigrtion, . 


/  ,. Be Operations for the execution of which there oxtet egeneies within 
tho Government. organigations or public institutions but the projects and - 
plan of. execution. scheme of which must be prepnred by consulting dngincers 
chosen by the Plan Organization such as construction of rords, reilways, ports 


end the like. With respect to such operntions the following progsdure shall 
be observed % 


de The. progrem of opetations will be prepar:d with the cooperation of 
' the’ Plan Orgeni gation and: Government agencies or public institutions. 


a 


2, The, project, end ‘pla of execution will be formilnted by ¢o 
ee ee Tee of cmecntion van. be: od: 


den Orgenizntion, 
prepfred with the 


‘ 


Ae The execution of operations will be controlled by consulting 
engivieers as representative of the Plan Orgenization, 


In the cose that Govornment ageneies are not equipped for the formulation 


t andthe operetions plan concerned they wi 1 be charged with the 


© of the Plén Organization with the fornulstion of project and plane 
pert of operations for which they cre equipped cn will-earry then 
the eontrol-of the Flan Orgentectiony = 


. UNCLASSIFIED 


(Classification) 


Tit selected by the Ven Organizetion for the approval of “the Plan wae: 
2 = Organization. . 
N, : ; 


~ 


39 Recommentations as to the seleetion of mamfieturers iad contractors 
- willbe made by consulting engineers. Contracts for tho oxeeution 
of operation will be concluded by the Plan Organizations Phe CONE 
gulting engincers will control the exeeution of operations .as re rosente 
abtives of the Plan Organization, For the management of this tant 
_ esteblishnents & proper agency or agencies will be created in ac= 
|... e9%Mance with the provisions of Article 19 and if such agénedles: 
<. Wave already been existing before the creation of the said estab. 
“ee tis, they will confribute to the formulation of project’ and — 
olegeeavere scheme according to the prowlegbte. of péregre ape, 2 of ig a 
ertiele. , ra 3 


Oper ha uA whkch! ne Neterinined by thie Flin: Ongena to on be executed 
dividuals end aes Geatesttont., io 


ee bean ood motions: the 3 
eet gee bank or an agency simitir to“ 


. th the event diet huge difference: arises’ eigen” 
org: 1B: yale ntrdetors and supplierd, whetever et 
#68: ‘9! dispute or: for its referen 
ies tthe eongent | 


RQBERD 


(Classtfication) 


i the nromeel of the Council of Ministers and by virtue of en Impertzt decree. y ; 
. He. may be reassigned to the seme capacity after the expirntion of thnt period 
In: the case of his deeth, resignation or incompeteney, his successor shall 
be: appointed in the same Manner ¢ 


~ The Managing Director is peid for his, ieiias and is not entitled to” 
, Hela any paid’ Government, social or private jobs. Also he has no right to 
oo. neve shares and be partner directly or indireetly in any instdétution or firm 
oe Aetag business arith the Flan stggalantd ons 


ee “The: Mone ging Director. presides over the departments subordinate to the 
Pian Ongetit gation and is vested with the following funetiong 3 


si ae To. prepare. the sdministre tive ‘budget and set. up the, ‘orgehizction 

_ 3 Qf the Flan Or Organization and its modifMeation with the ‘eprrdval of | 
Hi Coungil; engagement, dismissal, appointment, promotion or - 

of emp. yee. shall be offectsd in accordance with the 


ak 


the Bay 


Pa To: ‘olga documiibs, ‘and negotiable instruments ane correspondence and 
to gonélude contre Chse 


oe Be To. pet crm: duties: with which tho Tien ig. cherged : eh. AS: es 
don of executive plens, concentration of the Pian funds — 
ment of éxpenditures Gorpeshed with oneeitive, aperettons: 
Ate: , ‘institutions ° 


‘olraw ‘up yeaawe. “ana ‘Geeoutive pagalekinnag. re 
: I fiscal. ence over the execution of: POORPA My 


7 ly reports on goat atlonn’ and f 
Pedtt oe pec of a6 eet . 


Se eee eee Tere Tne Tn] 


‘ekse of death, resignation or incompeteney of sny one Gf the nenber 3 of the | 
HL eh Council, his successor shall be anpointed in the some MANNED » ade ae 


The members of the tigh Couneil are neaid for their. services and. ore: » not. 
eatdtiea to have sheres or to be partners either direstly or indixc aay ine. 
ped cooperction, institution or firm d-ing businces with the Tan Organization, . 
@Iso they. heave no right te hold any arid qovermnent, socis] or private jobs. 
are “nos. entitled to Bocome members of the boar: of Cirecthes of. ony ‘ef = 
ernment Papers unless assigned by the Tan. Pennant and oe sueh 


Pye Ma “the wéehihs of the High Council will become forme] when atianded by et 
iol: ae ot five mombers ond matters Aebated. will become valie of voted » fete. 
2 ‘The. High Caninst is. entrusted with the ap: ‘rovel ef. plona,. poser. opt: 
ae and executive rogulations of the programs within working. pregrems 
proved the: Joint. dan, 48; Eom thes of both Hovses, ‘The Cotined] is. d 


H.the Senate from among e list of 9. Snaivicuelay snd: 
yer sree fe the ar is from among enother list of. 9 individuals: ‘Proposed | 
by the Governnent. in the same manner as is bern eee for nae aw. hide Ae & ea tion 


r gigna tion or ‘ncaudetanie of any a: 
’ on aioe ot Bp meter ‘bes we send ‘te 


ee 


Couneil and the regulstions of the flan Organizeticn, 


2. To express its views with respect to bylaws antl resnilations nee@ing 

ap rovel from the viewpoint of their complircnee with Tewe. dnd ree; 

mintions, The Managing Directer will tring. te the attention: of the 

Control. Board any case that requires being eommente on in. order that 

eet 2 the Beard my express its ‘views within one week end if necessary 

Hit within a further extension of 2 week. Failure of’. the Beara be) give : 

. dbs views within thet time constitutes arproof of its alors ‘Tn 

stich @ ease the Managing Director of ‘the Flan’ Organiact jon’ 4 “Feqsirod 

te report the: mitter to the Joint Plan Committee ‘of. both f 


no Ba." The Control. Board hrs the right to keop Avec. contact with. 

: ee and the Joint ilan Committee of. both House if 

ibe ecees. referred to it by the. Government 
result, of its findings. oe ais, 


te bet 3 


5 hy Cee Byard finds out that a. “denkgted 
3 the regulations:and rulings, it is bound to: inform th 
“S, Director of. Riva hsie Should ste peer Rc Dire e 


confer wene 


mae Y 


« UNCIA SSIF ED 


Couneil-of Ministors, whe upen receipt of sueh a report from the Tien 
Orgenizeticon, is in tuty bound to take necessory mensures within 1§ deys 
and in such 2 menner os to remove the eause of objection an’ eomplaint,. 


Ministries and Government agencies ere require’ to ,Jace et the lispiscl 
of the -len Orgenization all reenrds, vovehers en beck@ relating te the 
execution of progrems ar’! afford facilities fer the ijen Orgsniz-tion te 
moke c eareful eximination of them in every resrett. 


Article 15. 


-Pasteries, machines, spere perts and accesseries imported fron 1 sbroed 
"for the execution ef nrogrems arc cempt from the payment of Custoge duties 
ote and Munieipel taxese 


The Pin Orghnisction is authorized te imvort from abeee2 the roquiroments _ 
“needed for the execution of rrograms witheut due regrrd te the inr-ort niet 
abet and: the classificstion of goods. 


Article 164 
sea eeriaeten 


Re at ‘eax necessary to. apr ‘opriste lands (ethtbid ed! or peu); 
Migs and Tappa diyionoy. in order to earry out Jeveltpment programs and 


ge yy By the follewing »rocedure chrll he observed 


4, Any develoymer®eperations to be carrie’ ovt cand any publie require- 
ments to be met (exeept in casas nlrendy tetermined by law ér. cases 
which will be determined by law) and the limits of lnwls to be 

arpropristed as well rs their price ‘shall be Jetermined t eeanmi ssion 

eonsisting of th: Attorney Generel, Minister of Interior, Direetor 

Generel ofthe Registrntion Derartnent or heir representatives on 

Oi the bagle ae ‘views expressed by technicel oxerts, The ‘@ision 

gee reaehet by this: Geet eaton shel be final, eee 


st of three persons of as 


purpose of enproprintien snc the efieet thet develonment Cc} ora te ne 
woul? heve WAS Prices : 


| of. approcrinting lonis, buildings: and Snetaldedtonn, : 
g. to the Government y oh sAditdonal emount of 5% of th 
bhe Abe roid’ to owners of sueh preportieds. If 
owners. ‘tive’ on the’ spot, in eddition to the | an questi n 
further 10% shell be added te the equitrble price, and If sueh | 
‘propartios constitute. the sele souree of subsistenes of 4 their 
F: “pa Se Oe of the equit: ble, mates. shield lsc & ae 
a Pease e cs : 


eeee of euitwvieea reopeilia ang id-igdabition Aa! tie 


Hs paid to its owner, 15% of the frice shall be 
i) bed tren se enten ri ‘ight, by the Loon! Sou 


; : ae | bh pe 
Jo® to the ‘ecu teble. prices for’ veh : 

te payment: aces: not. ‘ } 
i ervls Jess: then 6. 


e duos relating to unearned increment an’ 


Tate tr oe is the dif’ orenee ‘velbece the sete: of the: Atom ars 
-perty in the year prier.to commeneonent of operctions ond the: value, 
mmedic telly after termination of operations. 


If the difference is 20% or less ty the ewner of rrenetityy anata a 
exempt from the oayment of dues relating to the. unearned inerement 
and for eny excess. thereef, half shri] belong te the Governmont or 
the Iceal municipality as estrblished by the Governments — 


The unearned increment shall 2 ayigly to lends, eultivated or or: barren, 

. @rosslands and forests, Bullings and aultivatod lanits rete 
Up to the'date of the approval of this Law for ee long as.they are 
-eultivated an geriens for as long as their owners bensf sir 
thelr rrodueta) ere exempt from the payment of the une 
If cultiveted. lends ond gerdens shall meio use of more Wate 
* the: operctinns of ‘the Hen Orrandant’on they shel pay. ayy 


Ca bee charg jes. 


‘an order re Aetermine the: raijus of. the. 


i iture,y e and ‘éne re? 
a8: ‘gubjéect: $5 -% 


ain at ; ie ef the (ene 
anit eperstions, Pootetens: aS ; 


at pout yeucty 4 
ue to the oe 
vt E 


eS ee 


oa 


 Re@kle Bone governing the method of the cxeeution of this artiele 
shell. be propesed by the Ccuneil of Ministors cn the Lp revel of the 
ndnt ae Committee of both Hanses. 


Artielo 18. 


2 a nah Yatebldchmorite erentod as 2 result of the exeeutien cf devel drtit programs 
* hog immedintoly,. efter eoming intc oxistence, be turnol cver to: Governmont 
‘ agencies: ehirgoc with thoir oxploitaticon or mensgcment exeent those which 
require n test -eried for ox loitation, The ageneics in question shell proceed 
with the taking delivery of tho said estrblishments as scen s they are ne tified 
“ty ‘the Man Orpenizetion to this effcete ; 


ae On the whole establishments created from tho ey Q yTo} wihiions shall 
ee be turned over ‘to the Governm nt egeneies in such o stete . ag te be 


“pendy in every respoet for explaitetion ent manegenent se thet the 
mannging cgency shell not have to ineur sny oxpenses fer procuring 
natort1s ane equipment. when commoncing eporationse 


eliate 13° 


F % the napagonent of inoratanaicits and proluctive natanlichagrte belonging 
Governmcnt ef which mey come Into extetonee cs result of the exetution 
iment:op All be set ur upen’ the: propesal 


AbLONE | oe guitable: ager 
‘on and the boven Ser the Car nee of Ministers. to be 


ded necounting principles. 


egal. of the tien Organization, tho. Government. is. ‘guthordsed 
indivituels. ae Ircnian eomrnics under ecndi tions preventing 
all or } hart of thé sharcs of profitemaling tnd proe 
, alpendy avndlable, or similar ostablishmants: which. may 
in futire ds result, of tho exceution of devolosment progratis, 
cemplee or in process of ereations Funis seoriicd from 
shen’ 5 shell be a it to’ the Tex mieten ee 
at ; Spor nthgas. ; 


= to sutmtt to ite Joant 4 


gj oetal Spapulatiions which will be eae ur die the concurrence of the Council - 
7 “Of, Mintaters end shall be c:mrcved by the Joint :ien Committoc of both deuscBe 


‘the ian Oper gation is authorized to em loy forcign cx erts fer a periec 
oat ‘Wie ecooal ne one year aftor the exeiration of the torm of the oxeeution of nn 
| idan. The engageront of such exverts shell be with the apsroval cf the Council 

of: Ministers: an?’ the Jeint |isn Committec of beth Houses and within. the number 
on) ist of rositi: ons heving had prior ay rovel of the Jeint i‘Tan Commi ttoe 
of ‘beth. Houses. 


‘3 . ; Lrtielo. 21, he . e 
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SENT TO: Amembassy TEHRAN <0 2 / 


Info3 
Your Despatch 887 April 18. ye ra 
Plan Org Law Article 10 provides tum. Ministries will carry o 
control of Plan Org those Plan operations that fall within their current 
routine affairs. Are expenditures for such operations budgeted in Ministrigg! 
budgets ~ possibly on reimbursable basis out of Plan funds - or are they 
included only in Plan Org budget? 
Do Plan Org expenditures in TOICA A-1535 duplicate in any way eapena- 
tures appearing in Government wedge? a 
What is annual breakdown of 70 billion rial Plan Org expenditure pro 
Otet. 
Desired 
Sam 
Draied bys Treasury: WWM t< 
OF: ED: 1waan: ds 5/9/5 
Clearances: — : 
GTI - Mr. ssifhl) 
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FROM :  AmEmbassy, TEHRAN a 996 
Gu ms - DESP. NO. 
TO ‘ THE DEPARTMENT OF STATE, wieinanan. Ma 26, 1956 
REF Deptel 2021; May 9, 1956; Despatch 887, April 18, 1956 


' 
suBJEcT: Iran's Second Seven-Year Development Plan free - 3 joe te - 


The three questions asked in Deptel 2021 are discussed below in the ord¢@ 
raised: 


SOTTZ | 
99 
Wa 


1. Plan Organization expenditures are budgeted only in the Plan Organization 
budget. Some funds are allotted to Ministries but are spent by the Ministries in 
accordance with Plan Organization regulations and are accounted for outside regu- (0 
lar Ministry expenditures. Mr. PIRNIA, Treasurer General, has corroborated the 
above and also stated that projects programed by Ministries under their budgete 
do not duplicate Plan Organisation projects. ie | 


<. 


2. ‘Expenditures in TOICA A-1535 do yot duplicate expenditures in the 
lar Government budget, 


0% petMmey eq ish YWeUMD0G STUY 


3. The Plan Organization program is divided as follows (millions of r 


A. Old Programs =- 17,200 
B. New Programs =- 49,300 
C. Programs not yet finished - _3,500 


* Total - 70,000 


A breakdown of Old Programs (A above) by years is not available but it is © 
estimated oa the major portion will be expended in 1335-38 (March 1956 to 
March 1959). 


The New Programs (B above) are broken down into the following annual totals: 


\ 


900 6,500 12,280 11,129 7,934 5,128 «9-3, 821__1,608, 49,300 
(The above totals may be obtained by adding up the four chapter totals of 
Article 3 of the Enclosure to the reference despatch.) / 
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A breakdown of programs not yet finished (C above) by 


| available. 
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| A breakdown follows of A and B by programs (as shown in Article 2 of the | 
reference despatch) s 


_A B 
Agriculture and Irrigation - 6,260 9,458 
Communications - 5,367 17,454 
Industries and Mines - 2,759 6,801 
Public Utilities and Welfare - 2,814 15,587 
Total 17,200 49,300 


A breakdown of C by programs follows: 
Agriculture and Irrigation - 2,500 
Industry and Mines - 1,000 
Total - 3,500 


For the Ambassador: 


R, Bernard Crow Coyae) 
First Secretary of Embassy 


Note: This despatch was prepared with the cooperation and assistance of 
Mr. L. E. Potter, Assistant Director for Economic Services, USOM/I. 


ccs Mr. L. E, Potter, USOM/I 
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REF aM Despa S 
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Reviggs 


: 2 
imeem <°vised the second Seven Year Devef 
Le eb CAPO oeea total expenditures by 20%, 1.ceWR fx 

“70 billion to 84 billion rials. (from about$931 million to a out 
$2,117 million).1/ ‘This revision has not yet been presented to fhe 
Joint Committee of Parliament, ss is required. by law, ia 


“.. The new plan has been criticized by Mug Elack. of IBRD, who | 
‘to Iran recently, on the ground that during the seven-year perté 
‘rises to a peak and then tapers off. He recommended that the pt 
re=-phased so thet it rises gradually to a plateau in accordance 


‘prospective oil revenues, 


| A cash-flow analysis indicates thet, under the new plan, the 
“Organization's expenditures will outrun its revenues from 1956 te —: 
1961 and that the Organization will face a cumuletive maxdmum: defies 
of 27,090 million rials (#228 million) in 1959-60. Over the entire 2 
seven-year period, however, revenues will entirely cover expenditure 


{ine g of such a deficit will prove very ifficenit, <2. 
benks are not prepared to extend loans tothe Organizations 
ficial who accompanied kr. Bleck belleves that the. 
eds will sat exceed $60 miilion and it is expe 
erent a line of this magnitude, 


autre cente trol ‘the £ 
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| INTRODUCTION 


Less than four months after Parliament voted the second Seven- 
Year Development Plan into law, the Plan Organization has raised the 
approved appropriations for each of the Plants four chapters by 20%, 
thereby increasing total expenditures from 70 to 84 billion rials 
(from about 4931 million to about 1,117 million), and has entirely 
revised the yearly allocations for all prograns. The legal authority 
for this action stems from article 5 of the Law which authorizes the 
Organization to incr-ase "up to 20 per cent the total appropriations 
for each one of the Chepters with the approval of the Joint Plan 
Committee of both Houses, in case necessary conditions prevail and 
execution is feasible." The Organization decided to avail itself of 
this clause because it considered that earlicr estimates of expendi- 
tures required to carry out the projected programs were too low and 
furthermore that increased expenditures would be feesible because 
of increased ofl revenues. 


The figures of the new plan, like the old, are in large measure 
"pure guesswork", in the words of informed foreign advisers at the 
Organization, and the formulation of this new pian points up all too 
clearly the chaotic conditions under wriich the Organization operates 
and plans and programs are formulated. This aspect of its action 
has not been lost on the Oreanization waieh has given no publicity 
to the new plan and, despite the Law's requirement, has so far with- 
held it from Perliamentary approval and questioning. 


THE NaW PLaN 


There follows a Sunmery Table indicating the new proposed 
‘total allocations for each Chapter and a comparison between these 
and the previously approved totals. 


Pp f 6 rT) 
Desp 73 Encl. No 
” FE nm Desp. No.____— 
F 
| SEVEN Yrak PROGRai. OF DL2VELOPRawT | 
LLL a A aE 


EXPwNDITURES 


Summary Table 
(In Millions of Riels and Thousands of Dollars) 


H Credit Appropriation 
Chapter Total : Previous, : Including | 
3 (Seven Years) ; Urgent and : B Program and. 
> & Program : Adding 20 P.C,: 
I Agriculture and Irrigation 19635 : 15710 : — 21862 
? (261800) =: ($209466) : (8291360) 
II Communication 50156 2 = 22830 _ 27396 
oe ee ($401813)  : (4304400) 3: (8365280) 
III Industries and Mines _ 11588 = 9660 3 12672 
Se ee ee (151836) +s (4127466) +: (168960) 
IV Social Development . 19810 $ 18400 3 £6080 
($264130) 3: (3245333) 3: ( 294400) 
$ tH 
ee eee gn ee een mee raat 
Grand Total 80969 2 66500 : — 84000 
({:10%2579) 3 (886666) 3 (41120000) | 


"eo | 


Sven this sinple table needs certain clarification, “The figure of 
66,500 million rials given as the previous total appropriation does not 
include the unallocated funds (amounting to 5,500 million rials) which 
are listed as category 3 in Despatch 887 and as "B Program" in the last 
Golumn of the table, Evidently these 3,500 million rials are also not — 
‘included: in the table's Grand Total of Expenditures (shown as 80,969 
milion riale). In view of the rélative meaninglessness of the more” 
“(mefingd statements of allocations by year and ty program, the Wi 
_ {8 nOt forwarding more detailed figures, = = 


*¥ 


tree 4 ‘ of © : —_ a Page... 6F 
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The new plan was submitted for comment to Mr. “ugene BLaCK, 
President of IBRU, when he visited Tehran in June. The Embassy con- 
curs inthe criticisms which he is reported to have made. The burden 
of his criticism revolved around the point that the Organization has 

‘ evidently chosen seven years as an absolute’ psriod of time during 
which to complete the Plan's programs. In other words, an entirely 


eres 


| 1334 1338 1341 

; (6 months) (6 months) 
2,864 million rials «15,369 million rials 2,740 million rials 
: ({.38 million) (%205 million) (.36 million) 


Mr, Black recommended that the entire plan be "rephrsed," so that ex- 
penditures would rise gradually in hermony with rising o11 revenues, 
We are told that Zbtehaj has recognized the strength of Mr. Flack's 
recommendation, but nevertheless insists, in spite of advice to the 
contrary, that all programs have equal priority snd must be carrted 
out in toto. Nevertheless, he has asked bis staft' to. stidy the matter. 


. In view of the looseness of the entire plan, it is difficult to 
comment meaningfully regarding its details, Hovever, one seneral . 
point with regard to the policy of industrialization, which has already.” 
teen noted in Despatch 8&7, might be reiterated, 


a 
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ork requires. Rapid industrialization will further strain the | 
ight labor merket. 


The alternative is to bring in foreign managers and technicians, 
vhether as employees under management contracts or as part of the * 
contribution of foreign firms in Gant enterprises. This alternative 
is being incr>asingly recognized as the only practical solution. 
Sbtehaj has al:icady granted complete authority to the George Fry 
firm of management consultants to rehabilitate and place on an efficient 
footing the Crganization's two main textile mills (at Shahi and 
Beshahr) and is now negotiating with this group to take over other 
companies telonginse to the Organization. 


Such a decision, of course, raises once more the gientdiol of the. 
extent to which public opinion will accept foreigners in executive. 
positions in Iran. Nevertheless, it appears that this risk must be. 
taken to echieve a more rapid rate of industrialization. 


FINANCING THS PLaN 


i, subsequent despatch will analyze the estimates of oil revenues 


on wrhich the new plan is predic&ted = when the Consortium has had an 


opportunity to study this matter. .On the basis of these estimates : 
and simply adding up the proposed expenditures to be undertaken under 
the different programs, the Organization's Belgian economist, Dr. 
Francois CRACLO, hes drawn up a cash-flow analysis which indicates 
thet the Organization's expenditures will outrun its revenues from - 
1355 to 13359 (1956-61) and that the Organization will be faced b 
cumulative maximum deficit of 17,090 million rials (228 millio ae 

in 1338 (1959-60). This amount is within the maximum loan authori- 
zation of 3240 million granted by the Law to enable the Organization 
to meet its expected deficit and, according to the projections made 

by Dr. Cracco, the Organization's revenues will entirely cover he: 
totel expenditures” over: the ‘Seven-year PERO, bas 
—6m«<if expenditures: mater talige, as presently ostineted, the financing 
of a deficit of the indicated magnitude will prove a ‘major p 
Private banks Aion AB | Chase ‘Manhattan have indicated: $ t 


wICLaL US 
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Such control is badly needed to cope with the finsantisl sheos 
hich prevails. Dr. Cracco has found that it is not possitie to 
obtein figures showing the current rate end pattern of expencitures 
or outstanding commitments. Organization funas sre ¢rentea to Linis- 
tries and other agencies of t he Government ss advances to cover their 
approved programs. Presumably, the Ministries and agencies renter 
some sort of accounting of their expenditur-s. Funcs are also cis- 
bursed to meet obli;ations which the Organization itself incurs, ‘ut 
there is no effective attempt to achieve an adsquate accounting of sil 
these disbursements. What is more surprising, “btehs} himself, who 
4s a banker by training, does not seem to rrasp the necessity of can- 
trolling his Organization's finances. 


Under these circumstances, it is illusory indeed to speak af 
a "pian" which defines with precision the work to te sccomplisned 
over seven years. 


Without a clear idea of its financial position but «essuming - 
“that it will face a serious deficit in the near future, the Orgeni- 

’ gation proposes to place projects on ea credit basis whenever possitile 
but no mechanism has been set up to control this credit ant ellocrte 
funds. In this connection, a number of informants heve .emerked thet 
a certain paralysis has descended upon the Or¢sanization since it Te 
came known that a foreign management firm would be retained to 
attempt to bring order out of this chaos. 


; &s an international organization, the IPRD is in « relatively 
favorable position to induce the Plan Organization as well 25 tre 
Government itself to adopt more adequete financial practices. If the 
Bank could establish a measure of control, it might not only heve # 
salutary influence on financial practices but might also inspire 
greater confidence of Iranians in their own Goveraoment. *urthermore, 
if the Eank's loans prove to be sound, foreign commercisl ‘enks might 
be encouraged to follow suit. 


.  ' However it may be done, the Plan Orcanization will have to es 

tablish more adequate controls over its finances and programs if the 
new s@ven-year plan is to be implemented « in the proposed order of 

magnitudes. Mj sl 
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SUBJECT : Seven Year Plan 


To: AnEmbassy TEHRAN 


4 


The Department and other U.S. agencies have found the Embassy's 
despatch 73 of July 30, 1956, on the revised seven-year development 
plan to be an interesting and useful despatch on a topic in which 
Washington agencies have a considerable and growing interest, 


The Department realizes that the Embassy has considerable reserva- 
tions about the accuracy and validity of the figures cited on develop- 
ment expenditures over the course of the seven-year program, Many of 
these doubts are shared also in Washington. At the same time there is 
considerable interest in obtaining all possible details on the seven- 
year development plan in view of the fact that the proposed investment 


will so greatly stimulate competition for scarce resources of skilled 
labor and materials in Iran, 


The Department would therefore appreciate the Embassy's co 
to report any significant developments in the implementation of 
program, including foreign loans and credits which may be sough 
become available. Of particular interest would be information 
great detail as possible concerning the cash flow analysis ment 
by the Embassy in despatch 73, The Department also requests that g 
the Embassy forward the more detailed figures which underlay the summary ¢ 
expenditure table on page 3 of the referenced despatch, The Embassy's 
proposed despatch analyzing the estimates of oil revenues on which the 
new plan is predicated is awaited with interest as a timely review of j 
the revenue basis for the projected expenditure program. F 
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SUBJECT: Plan Organization's Companies 5 Oe 


Mr, Ruhollah ASBAGHI, Director of the Plan Organization's Divieien 
of Companies, made the following commonts -@ijgarding these companies ¢o an 
offieer of the Embassy, 
a It remains the firm policy of the Plan Organization to, the - 

-Andustrial and mining it owns (Enclosure I) to private interests, 
However, the Plan has also decided that these enterprises would not be offered 
for sale until they have been thoroughly rehabilitated and reorganised and. 
the problem of surplus labor has been solved, Surplus labor, amounting to‘ ‘an 
estimated 20 - 25% of the 17,000 labor force, (Enclosure II), is considered: 
as the major difficulty in diahostne of these enterprises, Prospective t 
require a clduse enabling them to get rid of this surplus labor, This o 
creates new social and economic problems for the Government, 


The other rcason why the Plan does not went to turn over plants whieh 
are not in proper operating condition to private interests is that, unless 
the new owners obtain a profit within a few months, they ean be expected to 
turn the plants back to the Man and refuse to pay their obligations, 


Ws, 


’ Another, problem in aturontne of these enterprises, which Mr, Asbaghs. 
alluded to as an illustration of the Plan's difficulties, is that the Goygpn. 
he men®, considers these enterprise#in effect serving te regulate the private 
 *  seeter. Some time azo, «for instance, the Plan had decided to sell its eight of 
tea’ thi Plants, Tea preduecers, however, woe had teen experiencing inereas 
ae eulty: in selling their green tea to the ninetysone privately owmed tea: 
in 


nh 
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to,and operated by the Plan Organization from various sources, Mr. Asbaghi | 
generally confirmed its accuracy, These enterprises are grouped according 
to categorics (mining, textile, sugar, etc.) into semi-autonomous companies 
and bongahs. A few plants (i.e. canning and rice-cleaning) have been placed 
under various companies to simplify their administration. According to 
im, Asbaghi, the Plan has decided to @g&Ll its eight rice cleaning plants 
(four in the Cotton Company and four in the Tea Company) in the near future, 
These plants are small and do not offer problems of rehabilitation and surplus 
labor. The Plen has also decided to organize a new company to control the 
_ feed industry. It would comprise the five canning factories being built with 
USOM/T assistance, the one at Shahi under the Chemical. Company, and the fish 
canning factory at Bandar Abbas under the Mining Bongah, 


 COMENTs The number and variety of ‘Phe Plan's holdings, as listed in Enclosure 
Ty. ddieste the relative importance of these holdings in the Iranian economy, 


Mr, Asbaghi's statements of the Plan's infents conferm to previously 


e 


_ announced policy, nevertheless Iranian capitalists are overwhelmingly suspicious 

of the Plan under the direction of A,H, EBTEHAJ, They consider that he has 

“done nothing to.encourage the private 'sottor of #he economy in spite of his 
promises, Certainly the Plan's record so far has tended to confirm this ~ 

Aside from Mr, Ebtehaj's authoritarian tendencies, another explanation 

of the Plan's failure to encourage private enterprise might possibly be 

found in the attitudes of the Plan's officers, It becomes clear when 

to a man like Asbaghi, who is generally considered to be competent, that he anh - 

other ongincers in the Plan basically distrust free enterprise and rather tend 

to believe that they can operate the economy more efficicntlysin accordance 

Therrerad 
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Mining Bongeh Robet Kerim - manganese 
Anarak 

Khanel: Sormeh, Isfahan — lead 
Nakhiack ‘Anarak 

Khorein = lead 

Esfandaghe - chromite 

Abbas-abad =- copper 

4anjan - copper 

Semnan = fron 

Copper Refinery, Rey 

Laboratory , Tehran . 
Hormoz & Gheshm —~ red oxide & sal® 
Kerman coal 

Bander Atbas fish canning 
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Sugar Company . Abkooh, Meshed 
Torbat Heidery 
Marv-Dasht, Shiraz 
Fassa 
Rezaiyeh 
Shah~abad 
Myandoab 

: Shah zand 
Karaj 
Kehrizak 
Varamin 
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Chemicel Company Glycerin Factory (soap & glycerin) — Rey 
Aminabad (chemical & soda-ash¥ — Rey 
Varemin O11 Extraction be 
Sheergeh (wooden sleeper treatment plant) 
Tar Factory, Tehran Hehe AS 

Shahi Canning 
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. Gonbad=Kavoos " 

Jeetoo-Varemén 
Germsar ” 
Isfahan t 


Kermanshah " 
Boroojerd m 
Guilan-gharb " ee 
Khorram-abad " 


Semnan . 

Shiraz . sa ee 
Sabzavar aa in et 
Kerman tt 
Azerbaijan " 

Kageroon | ss $s 
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Construction Meterials Company Fireclay - ‘minecbad - Rey 
Cement Plent — Re 

Cement Plant - Shiraz {23% ovned., by P.O, 
Glass Plant - . Tghren (508 ouned | by B+0 
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“Mechanical Repair Company No. 5 Factory = Yalaale” 
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At a recent meeting with the reporting officer Dr. Ahmad Moqgbel, rs 
Minister without Portfolio and Secretary General of the High Economie ~ 
Council, made certain comments on the Plan Organization, His remarks| “ 
are summarized below, 


Commenting on Mr, Fbtehaj's (Director of the Plan Organization) 
efforts at the Export-Import Bank to get the Bank to relinquish the 
“negative pledge" clause in Iran's $53 million loan agreement in order 
to assist Ebtehaj in his request to the IBRD for a credit, Moqbel | 
stated: "I have just learned from a confidential source that Ebtehaj| 
made a complete fool out of himself in Washington and antagonized the: 
officials of the Export-Import Bank, While this is most unfortunate, ‘. 
it was to be expected from a man of his temperament. When the Shah yg 
hears of this, and I am certainly going to tell him, it should accelerate 
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his growing lack of support and distrust of Ebtehaj. I think a likely;:. 
candidate to replace Fbtehaj would be Khosro Hedayat the present Bepuks 
Director of the Plan Organization." 
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Moqgbel emphasized the need for a change in the leadership of the 
Plan Organization and to illustrate his contention that the present 
Director was incompetent stated: "The Plan Organization under Ebtehaj 
continues recklessly to make contracts with every foreign firm that 
happens to walk by. Many of these contracts are ridiculous from the 
standpoint of the actual need for so many foreign technicians and the 
exorbitant salaries that are paid to them, The Lilienthal-Clapp group of 
is an example of this, Many millions of dollars will be spent for more O1 
impractical and grandoise planning, Hydro-electric development in 
Khuzistan, while desirable in the distant future, is somewhat foolish 
at present when there is so mich of] available to fuel turbine generators, 
Other examples of Ebtehaj's foolish policy are the Litchfield Whiting and—- 
Interetud contracts. I simply do not understand why it is necessary to w 
bring in hundreds of foreign technicians to build a few rooms in a few Oo 

» There are many qualified Iranians wh@ cpyld do this work for 
much less money. I hope the new Director of the Plan Organization will 
be more circumspect in making contracts with foreigners." 
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COMMENTS : 


Mogbel's anti-Ebtehaj feelings date from the time he entered the 
present government some nine months ago, However he has never before 
been quite so optimistic about the possibility of Ebtehaj's removal 
from office, 


It is logical to assume that the Shah's support of Ebtehaj in 
the face of continuous and considerable criticism from a conservative 
like Moqbel will be considerably lessened if Ebtehaj fails to obtain 
the loan in question, especially in light of the fact that there has 
been a great deal of advance publicity (probably originating from 
Ebtehaj) about his success in obtaining the loan. 


FOR THE AMBASSADOR: _. 


Apt Bs 


Robert J. Carle 
Third Secretary of Embassy 
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TO $ Mr, AeHe Etc Ad 
FROM: Dr, Cracco 


OBJECT: Cash Flow - Projection of Oil 
Revenue accruing to the Plan Organization 


With reference to the obsorvations presented by MM. Perry and Rosen as 
to the i dial of oi] production and oil revonue, I concede thats 


le The original figure of 2 million of cubie meters rctained as probable 
oil production in 1336 is probably somewhat tho optimistic and should 
be scaled down to 39 millions of cubic meters, 


2. The estimetes of the Plan Organization share in oi] revenue should not 
be exclusively made upon a 80 pec. basis but that a 75 vec. basis should 
also be taken into consideration, 


I have consequently revised the table of anticipsted oil production and rovenuc 
insertcd in the explanatory memorandum annexed to the eash flow sheet. The 
amended table appears as annexed to the present note, 


The incidences of these changes upon the cash flow shect arc the following: 


\ 1, Total oi] revenue acciming to the Plan Organization during the Seven 
Year Plan period is reduecd from 93130 millions of rials to 8.280 millions 
of rials on the basis of a 75 pete share and to 87,930 millions of rials 
on the basis of a 80 pec. share. This implics that in the first case 
revenye and expenditures balance approximately at the end of tho seven 
year period and that in the second case cash balances at the ond of the 
~. goven year period are reduced approximately by one half relatively to 
ple rs the: pe aneistpated phn oli of ll billions of rials, 
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This points furthcr to the absolute neecessity of some overall planning 
covering all public expenditurcs whatever tho institutions concerned, if 


some realistic picturc of the problem is to be drewne 


Dr. Fs Cracco 
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le Cash and Bank Balances 


‘Borrowing through the deficit ycars has been, ad fustod so as to” 
“provide for a minimum cash rescrve of Rials 500 millions to moot eurrent 
ae a dear of the Plan Orgenization, 


2. Reven ue 
Aj y : : Revemno 
“O82 Revenue for the poriod 133) - 1341 was eatanated as follows: 


2) As rogards the yoar 1334, actual revenue booked by the, Flan ieee 
Seennisenyer aaah 
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eo provisions of tho Seven Year Plan, Plan. een: Rovere & 
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oil revenue accruing to the Plan Organization through the years 1335 to | 


13h1.. 
Year Production Production Total Oil P.O. Shere: 
(MIT ions of (Millions of ~Revenue Millions of Midiions 
cubic metors) barrels) (Millions of U.S. dollars of rials 
U.S. dollars) 7 
1335 31 195 168 86 6.500 
(56-57) s | 
1336 2 261 205 | 113 8.500 
(57=58) 
1337 16 - 289 2h7 150 11.200 
(5859) 
1338 ey 321 o7h 219 | 16,100 
(59-650). e 
1339 352 300 2h, 18,000 
(60-61) | - ae 
1340 62 390 33); 265 19.700 
(61-62) Pat 
ek: ee 68" yn 365 292 21.900 
(62-63) os 


: 5; atzeanod that apebe frou: any rovision: e the Pia 
© following peetors ead Sunsidoraiay ‘att : 
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meeting of the american Institute of Mining oe Metallurgical nngineers 
in February 1956. They appear aise t. be confirmed by the inves stment plans 
and programs of tho main companics cngaged in the Middle “astern ofl in idus try e 


brie * 
30 sxpenditurcs » 
fue Projects and Works 
actual exponditurc as regards the scecnd half of L3slte 


stimatcd expenditurus for later years as compiled by the technical 


departments of the Plan Organization on the besis of present cost of good, 
and sc. viceSe 


The figures do not include any cxpenditures incurred by the. Plan 
mig Organization 4n rolation with cyrrent operation of incustrial plants, 


Be Finangial Charges 


7 ‘Pinenei al cherges heve becn estimated at some 5 pec. of the avorage 
amount of credit required by the Plan Organization for Treasury balancing 

. purposes including the maintenance of a minimum cash rose’ ve to mect current 
‘disbursemants, This minimum cash rescrve has bccn cstimated at some 500 
millions of Rials throughout the seven year period. 


he General Obscxvations 


The rate cf ectyedditrircs s is supposed to inervase as follows during the 
four first veers of the Plan: 


From 1331 to 1335 + 91 peo. 

" 1335 to 1336 2. 27,6 Pace 

n 1336 to 1337 : 8,9: pad. 

n 13% to 1338 t. Lh pete : 


Santen “The ‘nachoman rate of expenditure is supposed tc be reached in 1336, From: 
“thts ch my it falls by 22 Pace in 13395 by 50 PeCe in 130 and a by SY Bebe 
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The maximnn deficit of some $200 millions excceds the monetary age” 
reactves of the ecuntry by one third approximately and equals the antiedpated see 
annual inceme of tho Plan Orgenigation during the years 1337 and 1338 when’ 
this deficit is expected, It also largely execeds the vAlue of annual | 
“noneoLl exports. of the: countrys In so far as projection of revenue: proves — 
right, this deficit can however, be easily borne at least from a financial » 
point of view, It romains further within the limits of the borrowing 
we abies aalsat ae extended by law to the Plan Organization, 


a ‘ bade ? Fs tee ; Tchran, May 29, 19566 


Year 


1332 
(1953-51) 


1333 
(1954—55) 


233K 
(1955~56). 


1335 
(1956.57) 


1336 


- G957-58) 
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(1958-59) 
1338 


(1959-60) 


f ‘ 
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FROM : AMEMBASSY, TEHRAN | 


DESP. NO. 


TO : THE DEPAR ENT OF STATE, WASHINGTON. 


ACTION 
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Use Only 


7 |) tere Ania Ont B ME ££ se 40 EVES £. 


REC'D F OTHER - 
CyRc-[y vss X78 2 TB Co -0-f OF KE: & 
SUBJECT: Proposed IBRD Credit to Plan Organization 


7 Submitted as an enclosure to this despatch is a statement (at a press con- 
ference on November 11) by Mr. Abol Hassan EBTEHAJ, Director of the Plan Organiza- 
tion, concerning the proposed IBRD credit of $75 million to the Plan Organization. 
This English translation was presumably prepared by the Plan Organization. 


al 
Lore 


It will be noted that no reference is made to the terms and conditions which 
are being insisted upon by IBRD. Although the Embassy has no information f 
the Department concerning these terms and conditions, they are understood to + 
Clude the following: a firm pledge of oil revenues to insure repayment (on a¥: 
scheduled basis) of credits extended; a substantial cutback in the level of pr 
posed expenditures by the Plm Organization; and no borrowing from other sour 
by the Plan Organization during the two-year period (begimming August 1956) 
IBRD will extend credit (up to $75 million) to the extent required to meet t 
Plan Organization's deficits. 
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When the proposed credit was considered recently by the Council of Ministers, 7 
there was a considerable flurry of opposition. It is understood that this opposi-~, 
tion was alleged to be on the ground that IBRD would interfere in Iran's internal — 
affairs but was actually based on opposition to EBTEHAJ and his management of the — 
economic-development program. Eventually, the Council was persuaded that it could s 
not seem to be in the fosition of blocking the Plan Organization program and the jf\) 

proposed credit was referred for approval to the Joint Committee on the Plan Orga~—= 
nigation in the Parliament as required by law. Ol 


This Committee has held its first meeting. According to Mr. Ebtehaj who was 
in attendmce, the first two hours were devoted to discussion of who should be 
chairman and the next two hours were devoted to discussion of whether the Senate 
(through representation on the Joint Committee) is permitted by the aie altig L 
to exercise any jurisdiction in such financial matters. | z) rks 
be expected during the Committee's deliberations, Mr. Ebtetias ‘di ‘ 7éd /vle 
mpg nine is customary for him when his eat pits are dandived ant edicted that 

all "preliminaries" on the Iranian side will be concluded if three ne 
ney indicated that Ambassador AMINI and a representative of She, Pian-0r 

will sign the agreement in Washington. 
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| With respect to the problem surrounding the negative-pledge clause in the | 
agreement between the Export-Import Bank and Iran, Ebtehaj indicated that the 
following solution will be proposed. Iran's oil revenues are paid through the 
Midland Bank in the U.Ke The Plan Orgmization's share of the oil revenues is 
paid into Account "G"; other oil revenues, including the "stated payments" to 
NIOC, are paid into Account "O", The proposed IBRD credit to the Plan Organiza- 
tion will be repaid (over a period of seven years) from Account "G". Similarly, 
the Midland Bank will be instructed to make payments of principal and interest 
(as they fall due) to the Export-Import Bank from Account "0" during this 
seven-year period. It iis understood that Ambassador Amini will shortly be 
instructed to propose this solution to the Export-Import Bank. 


FOR AMBASSADOR: 
Vantin { ‘\ MWA, ee 


Peyton Kerr 
Counselor of Embassy 
for Economic Affairs 


Copy to: 
USOM/I 
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Enclosure: ft 
Press Statement by Mr. Ebtehaj, 


Director of the Plan Organization, 
dated Nov. 11, 1956 
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Mr. Abolhassan Ebtehaj, Director of the Seven Year Plan, today, 
(November 11) stated in a Press Conference: 


Following the discussions held in the month of Khordad (May-June) with 
Mr. Eugene Black, the director of the International Bank in Tehran, I con= 
tinued these discussions in my latest visit to America in order to gbtain 
a loan, and as a result the International Bank has agreed to allow a loan 
of $75 million to Iran. 


The draft agreement for the loan has been drawn up and is being studied 
by the competent authorities in Ira. After the completion of the prelimi-~ 
naries, the contract will be signed in Washington. The preliminary forma- 
lities may take a month or two. 


I must again stress herd that the International Bank is an independent 
international institution, not related to any government and operates entirely 
as a commercial and economic institution. 


This losn will be utilised to finance the first three years of the Second 
Development plan, for which the oil revenues are not sufficient. After that 
it would be refunded in almost equal six monthly installments to the Interna- 
tional Bank. 


In paying this loan, the International Bank has allowed us facilities 
unprecedented so far, and none given to any other country before Iran. 


The International Bank nofmally gives loans against definite projects. 
The projects in question must be specifically projects of development » and 
capable within a specified period after their application to give enough 
revenues to pay back the Bank's loan. In this way the Bank does not give 
loans for educationa],or health projects which are not intended to give 
revenues: loans are also nt given against industrial projects, for the 
principle is that industries must be privately run, and governments generally 
cannot efficiently run industrial concerns. Usually the International Bank 
restricts its assistance to expenditure which has to be met from foreign 
exchange reserves; expenditure in the country's own currency must come from 
its own revenues. 


If the International Bank had desired to follow its normal procedure of 
investigating fully each project submitted, as the usual time for such an 
investigation is about a year, it would have taken the Bank years to inves- 
tigate all the projects which form our Seven Year Plan. It is obvious that 
such a proeedure would have been of no use for us for we could not stop part 
of our work and could not, on the other hand, carry on and complete all the 
projects in time. What the Bank has done has been to extend to us an ordi- 
nary commercial credit of $75 million, on which we can draw during the first 
years of the plans to cover the deficit between expenditure and revenue, andi 
apply the monay from the loan against the various current projects, and to 
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return the loan in the latter years from the revenues allotted to the Plan 
from the oil. The Bank has also allowed us facilities for the refund of the 
loans before maturity. 


Long discussions were held with the Bank on one subject which I think is 
of special interest tothe @itors, and to the people of Iran. The Bank believes 
that during the first years of the Plan, we should work with due care, and also 
believes that before completing the administrative and executive cadres, we 
should not tackle so many projects that could not be entirely and satisfactorily 
completed. 


The total credits envisaged for the Seven Year Plan is considered reason- 
able by the Bank, but the Bank also believes that in order to ensure good per- 
formance the volume af work must be in relation to the organisations carrying 
it out, md should be increased in proportion to the growth of these organisa- 
tions. 


As you know the International Bank is fully conversant with the develop- 
ment projects of all the sixty countries who form its membership, and with the 
experience acquired over the last ten years in these countries, can competently 
advise other countries. As you gentademen are aware, some people in Iran have 
exactly the opposite opinion af the work of the Seven Year Plan, and believe 
that work is progressing very slowly. Our efforts tend to carry out the wishes 
of His Imperial Majesty the Shahinshah in such a way in the development of the 
country, and to answer the wishes of the people of Iran in such a way that 
while the maximum amount of work is done in the minimum of time, hasty and wrong 
decisions should not be taken which would later be regretted 


In order to improve its administrative organisation, the Plan Organisation 
has taken steps which, I hope, would render it capable of coping efficiently 
with what is required of it. 


Mr. Ebtehaj stated, in answer to an enquiry by a reporter whether the loan 
was actually at the disposal of the Plan Organisation at present, that: 


Preliminary formalities mst be completed in Iran, and today we have a 
committee made up of representative of the Plan, of the Ministry of Finance 
and Ministry of Justice which deals with these formalities. The Minister of 
Justice must decide whether such a loan is in agreement with the country's 
laws. 


The draft contract has been translated into Iranian and submitted to the 
Cabinet and after ratification by the Committees of the Houses of Parliament, 
the draft agreement will have to be approved by the Cabinet, and then signed so 
that the loan will be utilised. 


- | 
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In answer to another enquiry as to the way the loan will be used, 
Mr. Ebtehaj said: 


The loan would be applied against all the development projects of the 
country, and the only caution the Bank has advised us to take was not to 
commit ourselves to projects which we are not organised enough to carry to 
completion. As in my opinion the administrative organisation lacks a suf- 
vicient number of competent officials, we have asked the Government Affairs 
Institute in America to lend us experts to come to Iran and carry out the 
necessary study in this connection. The Government of the USA has also agreed 
to assist us to the extent of $5/600000 to carry out this investigation. 


Another expert who will come to Iran to assist and advise on a project for 
vocational education, is a well known expert by the name of Mr. John Stambo, 
who was Acting Director of ICA in Washington and later became Mr. Stassen's 
assistant. 
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FROM : AMEMBASSY, TEHRAN November 28, 1956 


TO : The Department of State, Washington 
SUBJECT: Proposed IBRD Credit to Plan Organization 


Submitted as an enclosure to this despatch is a memorandum of 
conversation between the Minister of Finance and an Embassy officer 
concerning the proposed IBRD credit to the Plan Organization. 

FOR THE AMBASSADOR: 


es tie 


Peyton Kerr 
Counselor of Embassy 


for Economic Affairs 


Enclosure: 


As stated above. é: 


Copies to: 
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Meshed J 
Isfahan 
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Tabriz 
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MEMORANDUM OF CONVERSATION 
PARTICIPANTS: Mr. Qolam Hosein Forouhar - Minister of Finance 


Peyton Kerr - U.S. Embassy 
DATE 


November 25, 1956 
SUBJECT : Proposed IBRD Credit to the Plan Organization 


At his request, I called on the Minister at his home at 8:30 a.m. 
on Sunday. The sole subject of conversation was the proposed IBRD credit 
to the Plan Organization, about which the Minister supplied the following 
information: 


In addition to the problem concerning the negative-pledge clause in 
the Export-Import Bank agreement with Iran, certain other terms of the 
proposed IBRD credit are difficult to accept, notably the following: the 
borrower undertakes not to change the allocation of oil revenues to tle 
Plan Organization as provided in the Second Seven-Year Plan Law without 
the IBRD's approval. The Iranian Embassy in Washington and/or the Plan 
Organization have retained an American lawyer, Mr. Donald HISS, to advise 
them concerning the proposed IBRD credit. In his brief, a copy of which 
the Minister had in hand, Mr. Hiss expresses the opinion that any such 
commitment by the GOI concerning allocation of. oil revenues is contrary 
to the Constitution, since it is the prerogative of the Parliament to 
allocate Iran's oil revenues. (Governor NASSER of Bank Melli subsequently 
indicated to th reporting officer that this stipulation--laid down by 
IBRD--has been misunderstood on the Iranian side, perhaps wilfully--that 
it amounts to nothing more than a commitment to implement the provisions 
of the Second Seven-Year Plan Law concerning the allocation of oil reve- 
nues, ami in the Governor's opinion is unobjectionable.) 


The Minister implied that Mr. Hiss had also questioned other terms 
in the proposed agreement so that when the Hiss brief was presented to 
Mr. Ebtehaj at a meeting of the Council of Ministers on November 2h, 
Ebtehaj said that Hiss is an ignoramus ad he will not pay his fee 
(which presumably was to be paid by the Plan Organization). 


The Minister also had in hand a draft letter from the Prime Minister 
to Mr. Eugene BLACK, President of IBRD, which the Minister understands was 
drafted by IBRD. The letter was transmitted by cover letter from 
Mr. Ebtehaj which stated that the letter "must" be signed by the PM. 
According to the Minister, the gist of the letter is that all borrowing 
by Iran for economic development should be coordinated and a real start 
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must be made to balance the budget. The Minister questioned the purpose 
and necessity of such a letter and challenged in particular Mr. Ebtehaj's 
statement that it "must" be signed. 


According to the Minister, Mr. WAUGH, President of the Export-Import 
Bank, has indicated to Dr. AMINI that it is not to the benefit of Irm 
to accept the terms proposed by IBRD, that the Export-Import Bank has 
relied on the credit standing of the Government of Iran and has assumed 
that the Government of Iran will meet its obligations to the Export- 

_ Import Bank, wd@ has asked why the IBRD should not do likewise without 
requiring a pledge of oil revenues. In letters to the Foreign Office 
and to the PM, Dr. Amini has indicated that the GOI should consider the 
proposed terms very carefully in an effort to find a solution that is 
acceptable to the GOI but that a letter and more reasonable solution 
cannot be found as long as Ebtehaj “is not calm", and that he is waiting 
to hear the Government's views. In the Minister's opinion, Dr. Amini 
implies that he is opposed to the proposed credit, or is at least reluc- 
tant. The Minister stated that Dr. Amini does not get an impression from 
Mr. Hoover and other high officials in the Department that the proposed 
terms should be accepted. The Minister stated incidentally that, two 
years ago, Mr. Black was opposed to a pledge of oil revenues. 


The Joint Committee of the Parliament demanded the text of the 
proposed agreement with IBRD. Ebtehaj told the Committee that this 
text is "none of their business". The Committee voted that "they must 
see it" and Ebtehaj sent it, whereupon "the controversial articles were 
published last night in Keyhan". 


The Minister indicated that there is strong opposition to the proposed 
credit in both the Council of Ministers and in the Joint Committee of the 
Parliament, that difficult issues are posed which will probably not be 
resolved quickly. When questioned, he agreed that this opposition is based 
largely on antipathy to Ebtehaj and a desire to see him dismissed as well 
as on misunderstanding of the terms of the draft agreement. He indicated 
further that, in his opinion, the members of the Committee are taking 
this opportunity to express (indirectly) opposition to the Shah. All 
in all, there is a dragging of feet and a disposition to employ delaying 
tactics. The Minister would venture no opinion concerning the extent to 
which the Shah would see fit to impose his will in order to obtain the 
approval of both the Joint Committee and the Council of Ministers. 
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(From another source--Senator BUSHEHRI, Vice-President of the Senate-- 
the reporting officer is informed that members of Parliament consider that 
there is a vital distinction between the Farsi words for "credit" and 
for "loan", that legislation authorizing the Plan Organization to borrow 
up to $240 million contemplated only "credit" in the form of suppliers! 
credits, that "loans" should be confined to specific projects that are 
revenue=producing and hence self-liquidating, and even such "loans" should 
be referred to the entire Parliament for approval instead of to the Joint 
Committee since it is conceivable that some Government other then the 
present me might see fit to accept "loans" from the USSR and it is es- 
sential to reqiire approval by the entire Parliament in order to insure 
that such loans will not be accepted. The Senator stated that all members 
of ths Joint Committee are opposed to the proposed credit from IBRD and 
that there is additional ground for this opposition, namely, that since 
the proposed credit is not intended far specified projects, the proceeds 
will be dissipated in the same manner that Plan Organization revenues have 
been dissipated thus far.) 
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Plan Organization Director EBTEHAJ and the Shah are meeting 
strong opposition from numerous and influential Deputies and . 
Senators, in their plan to obtain a 75 million dollar loan from ‘the 
World Bank. The opposition to this loan, apparently led by the : 
President of the Senate and the Speaker of the Majlis, appears to 
be strong and clever, although it is probably based on personal ¢ 
antagonism to Ebtehaj than on constitutional principles. The S 
will probably be forced to apply heavy pressure to individual 
legislators if the loan is to be approved as is expected to be 
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On November 19th, Plan Organization Director Ebtehaj presented 
to the Joint Plan Organization Committee of the Parliament a 
proposed contract between himself and the World Bank providing for 
the extension of a credit of 75 million dollars to the Plan Organiza 
tion, to be repaid within the next seven years from theadil 
revenues accruing to the Iranian government. The Embassy has not 
yet obtained a copy of the proposed contract, but it is understood 
that, among other provisions, the contract states that the Iranian 
Government will refrain from obtaining any other loans based on the 
oil revenues, and that the loan will be repaid directly by the 
Midland Bank in Britain from the sums paid to it by the Consortium. 
(See Des 416 for further details re these negotiations.) 
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The Embassy is informed that Mr. Ebtehaj, in his presentation 
to the Parliamentary Committee, emphasized (a) thé loan, unique 
in the history of the World Bank in that it is not tied to specific 
projects, was obtained largely because of the personal c fidence 
reposed in him by the officials of the World Bank d_(b} the <: 
loan represents a necessary s n preventjng PLaR ation: 
projects from being delayed during the second and Yhird years of* 
the current Plan, and is a mefhod ,yhereby fovagueszaccrulse aust 
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| the latter years of the current Plan can be utilized during the 
first few years of the period. 


Opposition to this proposal was fervent and widespread on the 
part of numerous members of the Joint Committee. A large proportion 
of the opposition stemmed from personal antagonism to Ebtehaj, 
but part of it was based on principle. Loans from abroad are always 
an extremely touchy subject with Iranians, due-in part to the sad 
history of previous foreign loans in Iran, particularly during the 
last years of the Qajar Shahs, where foreign loans from Britain 
and Russia were used as instruments in the political and economic 
penetration of Iran. Two particularly sensitive points in Iranian 
reactions to foreign loans involve any suggestion that loans are to 
be used for current, non-amortizable expenses, and that governmental 
revenues are specifically mortgaged for the repayment of such loans. 
To many Parliamentarians, it would appear that the second principle 
is clearly involved in the proposed method of repayment, and there 
is even talk that Ebtehaj is tampering with the sovereignty of the 
Iranian Government in agreeing to such a repayment procedure. 


More basic is the opposition based on constitutional and legal 
grounds. The Second Seven Year Plan bill, in the form originally 
submitted to the Parliament, provided that the Plan Organization 
could obtain unlimited foreign loans to make up requirements for 
expenditure in the first three years of the second Plan. The Senate 
amended this provision (Article VIII, Note 3) by limiting the 
amount to 240 million dollars, and by substituting the Persian 
word etebar for the original word garze (See Emb Des 887, April 18, 
1956). While Persian dictionaries often translate both words as 
meaning loan or credit, the actual use of the words in Tehran at 
the present time shows that there is an important difference in 
their meanings. Etebar is usually employed to designate purchasing 
on credit, where no money is received by the borrower, whereas garze 
signifies the borrowing of a sum of money. For example, a bank's 
financing of imports would be termed etebar in Tehran, whereas a 
bank loan of cash would be called garze. The Senate (and the Majlis, 
which approved the Senate amendments to the bill) believed that 
by changing this word, they were limiting Ebtehaj to purchasing 
specific goods and materials on credit. The legislators, at the 
time the first Seven Year Plan bill was passed, thought that they 
had specifically prohibited Ebtehaj from pledging the nation's credit 
for a foreign loan, since foreign loans (qarze) must, according to 
the clear provisions of Article XXV of the Constitution, be approved 
by a majority of the Majlis as whole. (As noted below the Senate 
believes that it also should pass on such loans.) Ebtehaj's credit 
buying for the Plan Organization, on the other hand, could be 
approved by only the 24-member Joint Plan Organization Committee 
of the Parliament, according to the law. | 
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Legislators of both rightist and leftist political views 
consider the Government's apparent plan to take the loan on the 
basis of approval by the weak and easily-influenced Joint Committee 
rather than the full membership of the Parliament to be clearly 
unconstitutional, a trampling of one of the basic rights of the 
Parliament, and a very dangerous precedent for the future. 


The issue has been complicated by a quarrel between the two 
Houses of Parliament, wherein the majority of the members of the 
Majlis are contending that the Senate half of the Joint Plan 
Organization Committee has no right to vote on the proposed World 
Bank loan because of the provisions of the Constitution giving the 
Majlis alone the right to pass on financial matters. These provisions 
are the subject of perennial quarrels between the two Houses (See 
Emb Des 627, January 26, 1956). There are indications, however, 
that the quarrel may represent a maneuvre on the part of the Presidents 
of the Majlis and the Senate, both of whom are known to be privately 
opposed both to Ebtehaj and to the World Bank loan, to strengthen 
the weak Joint Committee. It is probable that within the next few 
days the Presidents of the two Houses, meeting together with the 
minor officers of the two Houses, may decide the issue by informing 
the Joint Committee that there is no occasion for a quarrel, since 
the Joint Committee has no authority to approve such a loan in the 
first place. In the meantime, Ebtehaj and the Government cannot 
drive through a quick approval in the Joint Committee because many 
of the Deputies are boycotting its meetings under the excuse that 
they will not participate in consideration of the proposal as long 
as Senators are present. 


The Tehran press is reported to have received instructions from 
the Government to either support the loan or remain silent; several 
luke-warm editorials in favor of the loan have appeared recently. 
Tehran radio has strongly supported the loan. 


On November 27th, the first open reference to the loan was 
made in the Majlis, when Deputy Syed Ahmad TABATABAI, an undis- 
tinguished jurist selected by the Shah with the approval of Ayatollah 
BORUJERDI (the Deputy represents Qom), attacked the proposed loan 
in a pre-agenda speech. He called it an insult to Tran, and alleged 
that by the terms of the agreement, Iran would have to “mortgage 
everything we have". A trained observer with long experience of 
the Majlis stated that the Deputies rose to their feet, yelled 
approval, and applauded in a demonstration more spontaneous and 
emdtional than anything which has been seen in the Iranian Majlis 
since the days of Mosadeq. 


The various objections raised by Iranian politicians appear 


largely to be based on their intense dislike of Ebtehaj, and their 
elief that the loan, by offending as it does some deep-seated sacred 
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cous of time Iramian political mind, offers an ideal method of 
attacking Ebtehay with a Wew to dislodging him from office. 


Hwery day the Shah is more deeply committed to the loan and 
it is expected that he will continue to support Ebtehaj as he has 
fim tthe past. Thus he will probably be able: (1) to force the 
Presidemts of the two Houses to accept the jurisdiction of the 
Joimt Committee to authorize this credit without the approval of 
Majlis as a whole, (2) ram the measure through the Joint Committee, 
ami (3), stifle protests which would otherwise arise when the 
Govermmemnt does not bring a bill before the Parliament in accordance 
witin Article 25 of the Constitution. However, every time he pushes 
2 project tinmrough in this fashion, he damages his relations with 
mmercos Farliamentarians, particularly the Constitutionalists, and 
appears more openly as the responsible head of the Government. 


Time opposition which is developing appears to be organized and 
directed by comservative elements in such a way that it will be 
almost impossible for nationalists and their friends to do other 
tiham follow the conservative lead. (Ebtehaj has a few friends in 
tthe Irram Party and among certain student groups.) Conservatives 
have, for the time being, taken the opposition lead away from the 
would—he radicals, who were unable to take advantage of the natural 

oppor tml ty afforded them by the Egyptian crisis a month ago. (Emb 
Des 338 of Wow. 10, 1956.) 


inerfiicam Embassy officials are being told that the loan 
represents proof that the United States supports Ebtehaj; on the 
other ami, British Embassy officials state that they are informed 
from timer sources that the loan personifies British support for 
Mbtennyj. Despite its international character, the IBRD is presented 
iim Irramiiam Parliamentary circles as sometimes under American and 
sometiness unter British influence. 
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Semt tos AmComsulates, Tabriz, Meshed, Isfahan, Khorramshahr. 
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“T! CONVERSATION WITH DEPUTY MOHAMED ALI EQBAL fe 5 be 
Sa ee 
Enclosed is a nenoyhndsn of conversation between Deputy Hohnamed Ali KQBAL J ry! 
Ferdows; Abdol Vahab IQBAL, former Mayor of Meshed; and the att a co r) 
Biographic: / Oo» 
ao ae : OO” 
Both men are brothers of the Minister of Court and Chancellor of the University ,® & | 
Dr. Mamuchehr EQBAL. O :: | 
Or | 
Mohamed Ali was elected Deputy of the 19th Majlis from Werdows, as indicsted Ye | 
in the despetch under reference. ; Le ® 
TI 
Abdol Vahab was ilayor of Meshed for about five years, as indicated in the <j 
Biographic Data Form, dated November 5, 1955. D 
Comment: ‘ 
nae ~< 
Of allthe five brothers of Dr. Manuchehr Eqbal, Mohamed Ali is considered to m 


be the closest to the Minister of Court. As outlined in the despatch under referenc 
the Shah is reported to have decided during the recent elections for the Majlis that 
the position of deputy fron Ferdows (in Khorasan) would be left open for a member “S 
of the Eqbal family, and the decision as to who would be chosen was left up to the ™ 
Minister_gf Court. After some deliberation, Dr. qbal selected his younger brother ™ 
Nohanegt? In a conversation with the reporting officer on November 25, the Minister ! 
spoke very highly of this brother, saying that he had more confidence in him than 
almost anyone else in Iran. Or 
Considering this background, Deputy Eqbal's views on the post of Prime MinisterO) 
are probably of some interest. It is evident that he am his brother, the former 
Mayor of Meshed, are confident that Dr. Iqbal would make a better Premier than 
Hosein Ala, and it is possible that they sincerely: believe that the prestige of the I 
monarchy is in danger. As indicated below, neither of then mentioned Dr. Eqbal Ww 
specifically, but it may be assumed that in urging a strong Prime Minister, they (r= 
naturally had their own brother in mind. 4 in - 
Criticism of the Director of the Plan Organization’ is Md old story in Iran, but 
it is interesting to note that the 75 million dollar loan from the Interrgtional 
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MEVORANDUL. OF CONVERSATION 
America imbassy, Tehran 
PA TICIPA.TS: liohamed Ali Eabal, Ueputy from "ercows 
Abdol Vahab Iqbal, former “gor of tNeshed 
Thomas A. Cassilly, Second Secretary 
PLAGE: Suren's Restaurant, Tehran 
THE Uovember 15, 1°56 * 
SU idhCl's 1. Prime liinister 
2. Plan Director 
i» Prine .anister 
Vennty Lobal declared that the situation in tra: was only suxcrfrfieieclly celm 
at the orcecr? tls.c and that there weredisturbins elements below une aes the 
Pont wlortunate developyuent recently was the threat to the prestise ol the 
rierely. 


the institution of the monarchy was an element of strength and solidity in Iran; 
lo otNer windle Lastern country, could claim to hove the sane tradition, but here 
the prestise of the Shah was deeply-incrained in all tranians as the result of 
everal thousand years of tra.‘ition. Tt is essential, “abal belicves, that the 
nonarchs remain invioleble. 


Wiring: the past year and a half, the vhah has taken more and wore of a versonal 
Nand in directing the country while the Prine itinister has been reduced to the 
level of a figurehead. Nr. iqbal praised the Shah highly as a venerois, enlichtened 
ronarch with the best interests of nis neople at heart. Apparently he does not 
realize, however, that by making personal decisions - and lettins it be know 
tiat they are nersonal - he is jeonardizing his own position. 


Now consider the decision to join the Baghdad Pact, lqbal proposed. Iranian 
public opinion was overwhelmingly in favor of this move, and it has indeed 
strengthened the country. vt sunpose that as a result of this present crisis, 
it should turn out that the Pact was untenable, that - for exannle - Iran siould 
withdraw, or the United States would not back it up. Then public opinion might 
turn againct the organization and indirectly against the Shah, who is widely 
known to have mde the decision himself. 


Prime Ministers can come ad go, according to the Deputy; that's what they 
were created for in the first place, to take on the responsibility of the king. 
But there is no one who could take the place of the Shah. You saw the confusion 
and anarchy that resulted in 1953 when His Majesty departed for only a few days. 
+t is obvious that a revered and unassailable monarch is essential for the well- 


being of Iran. 
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Both brothers emphasized that the Shah should, for his owm sake, delegate this 
responsibility to a premier who would be more than a fivurehead. Asked if they 
had my one special in mind, both “abals claimed that any one of a dozen men 

could take over this responsibility; there was no one indispensible man for the 
JOD. 


How about the Minister of Interior, who was a fellow Khorasani? Deputy 
Kqbal smiled and replied that he was too young and inexperienc-d. Minister Alam 
had nob proved to be a very capable official; perhaps he might develop into one, 
bat at the present time he lacked the stature for such an importmt job. 


then what about Golshayan, Dr. Eqbal or Senator Saed? Any one of then 
might do, lohamed xqbal replied; once again he wished to stress that he had no 
one pavticular in mind and had not siven the problem @my special thoucnt. 


2. Plan Director 


Asked how they felt the Plan Organization was progressing, both lUgbals were 
full of criticism for Director “btehaj. The Deputy declared that the choice 
of Hr. “otehaj had been a bad one in the beginning and was turnins out to be 
worse. ie had no vackine in the Parlianent and had icade enemies all over irm. 
Apparently, thoush, he is being supported by the Am:ricans. 


What made the Depty think that? Why, the 75 million loan from the IBRD; 
if the Americans had not wanted Ebtehaj to stay in pnower they never would have 
agreed to such a sizeable sum. Jt was pointed out that this loan was, of course, 
made to the nation, not one individual, and that the Bank was an international 
institution. According to the Eqbals, that is not the way the decision is being 
interpreted in Tehran; most of all, Ebtehaj was representing this loan as a 
versonal triumoh. He claimed that no one else could have persuaded the 5mk 
to lend such a large sum; Ambassador Amini had been working away in Washington 
for months now without much conspicuous success. ibtehaj goes over on a short 
visit ami obtains a huge loan. 


The Eqbals were told again that this could not be considered as anything 
but a loan to the entire nation to further economic development; personalities 
do not play even a minor role in such vital decisions. That may be true, they 
agreed, but that's not how it is seen in Iran. Whatever the reasons, the news 
of this loan had bolstered the Plan Director's prestige with both the Shah and 
the people so it looked as if Mr. tbtehaj would stay in power indefinitely now. 
Deputy Eqbal insisted that the Plan Orgmization was not achieving results, and 
eventually 4btehaj would have to be dismissed. By then he would be known as 
American-supported, md naturally this would detract from the United States 
position in Iran. 


_ | 


CONFIDENTIAL 


DO-NOT TYPE IN THIS SPACE~ 


GSE OO Seven fern, 


oe 2 ne ON LL 
PRIORITY , (Security Classification) 


FOREIGN SERVICE DESPATCH 


DESP. NO. 


TO : THE DEPARTMENT OF STATE, (WASHINGTON. December 8, 1956 


. Ya 2 Te 
Z 4 €, SO c - Ah LO ins a ke 
6; November 21, 1956 . ; sae hk “. c, PA 
ie ~ / te Z Eth aek Cy Cetin ite I 


USrA4- 70 Xm EA TK: 3 


Pending IBRD Credit to Plan Organization: Proposed Solution to Probl 
with Export-Import Bank 


SUBJECT: 


| a 
Despatch 416 outlined Mr. Ebtehaj's proposed solution to the problem sur- 
rounding the negative-pledge clause in the agreement between the Export-Import 
Bank and Iran. At a recent dinner party, the reporting officer asked Ebtehaj 
whether this proposal has yet been presented to the Export-Import Bank for con- 
sideration. He replied that, for reasons which he professed not to understand, (/) 
the Government of Iran had not seen fit to forward his proposal to Ambassador iM 
Amini with instructions to discuss it with the Export-Import Bank. 


Subsequently, Ebtehaj instructed a member of his staff to provide the 4. 
reporting officer with a copy of the proposed letter to the Midland Bank and\ 
request that it be forwarded through the Department for informal considerat 
by the Export-Import Bank. After accepting the draft letter without commitm 
the reporting officer advised the Minister of Finance of this development and >> 
requested his views. The Minister's reply was to the effect that the Council 7) 
of Ministers had not seen fit to forward the draft letter to Ambassador Amini “, 
because the Council has not decided whether to approve the proposed credit, — 
that as a matter of fact there is strong opposition in the Council to the pro- f\) 
posed credit, but that the Minister has no objection if this Embassy sees fit tol 


forward the draft letter as requested by Ebtehaj--provided that the circumstance§) 
as outlined above, are explained. 


ih 


Accordingly, the proposed letter to the Midland Bank is submitted as an 
enclosure to this despatch with the reqest that it be passed to the Export- 
Import Bank as being of possible interest. 
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DRAFT OF LETTER TO BE SENT BY THE MINISTER OF FINANCE TO BANK MELLI 
IRAN AND MIDLAND BANK CONCERNING THE LOANS CONTRACTED FOR THE 
GOVERNMENT OF IRAN 


To Midland Bank: 

This letter will constitute a standing instruction to you concerning 
our account O in your Bank and will continue in effect until altered or 
cancelled by us. 

During the period ending ....... « /the date due on the first 
installment of each one of the credits obtained from the Eximbank for 
which the letter is being written] and during each six months thereafter 
through the period ending September 15, 1962 you will hold or accumlate 
in account O all amounts credited thereto during such period to the 
equivalent of U.S. Dollars. . . . . /amourt due semi-annually for the 
particular loan for which the letter is being written/ or such lesser 
amounts as shall have been notified to you from time to time for such 
purpose by the Eximbak. : 

On the last day of each such period, or on such earlier day in such 
period as we shall have notified to you and the Eximbank at least ten 
days in advance, you will pay to or on the order of the Eximbank, from 
amounts so held or accugmlated in Account O during such period, such 
amounts Eximbank shall have notified you will become due to it during such 
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Period 
/ in respect of principal, interest and other charges under the Loan 


Agreement between Iran and the Eximbank, dated /date of Loan Agreement/. 
After the making of such payment for any period any balance af amounts 

so held or accumulated during such period shall be treated as if they 
had not been held or accumulated or subject to holding or accumlation 
pursuant to this letter. If at the time of any such payment the amounts 
so held or accumulated in Account O during such period shall not be suf- 
ficient to make such payment in full, you will apply such amounts in 
accordance with instructions given to you by the Eximbank. 
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While Deputies and Senators of various factions and political 
groups continue to express privately their dissatisfaction with 
regard to the terms of the proposed 75 million dollar IBRD loan 
and with the Government's plan to refrain from bringing the proposed 
loan before the Majlis as a whole, the preliminary settlement of. 
current disagreements between. the two Houses of Parliament has made 
it impossible for Majlis members of the Joint Parliamentary Plan. 
Organization Committee to continue to boycott meetings of the ; 
Committee. It is expected that a meeting will be called within 
next ten days. 
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Majlis Speaker HEKMAT has refrained from further open oppo? 
to the consideration of the loan by the Joint Committee after a 
dressing down by the Shah last week, but his close associates in 
the Majlis are still sniping at the loan, and making vague threats 
that they will "do something about it". 


Members of the Joint Plan Organization Committee believe that 
Plan Srganization Director EBTEHAJ will have obtained the approval 
of the Cabinet for the loan agreement, or a slightly modified 
version thereof, before he asks the Joint Committee to approve it. 
It is no secret that members of the Cabinet, particularly FORUHAR 0 
and MOQBEL, have been covertly encouraging Parliamentary opposition 
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to the loan; in fact, no Minister except GANJI has indicated to > 
Deputies that he is in complete agreement with Ebtehaj. Should 
Ebtehaj present the agreement again to the Joint Committee with 

the news that it has been approved by the’Cabinet, it will be he i 
quickly approved. If it has not been approved by the Cabinet, OO mx. 
the members of the Committee, suspecting that the Cabinetcintends q 

to push the onus of accepting an unpopular measure onto the ulders ‘ 


of the members of the Committee, will argue, bidterly and pess¥bly 
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The Cabinet 


The Cabinet considered the loan agreement (English text) 
at a meeting last week. According to a Minister present at the 
meeting, the Shah lectured the Ministers severely regarding 
their alleged opposition to the loan agreement, and suggested 
strongly that they should cooperate in supporting the loan. 
Ebtehaj gave calm and logical answers to questions by various 
Ministers, and cleared up several points of disagreement (Ebtehaj's 
improved standard of courtesy has been noted by several sources = 
his young, beautiful, and recent wife may have something to do 
with this improvement). 


Justice Minister GOLSHAYAN, however, mentioned several points 
in the agreement which required careful study, but opined that 
most of the doubtful legal points Boeke probably be overlooked by 
the Cabinet if and when the Joint Committee approved the loan 
agreement. He told the Cabinet . emphatically that he did not 
intend to be cursed again with the responsibility for another 
unpopular document like the Gass-Golshayan oil agreement. 


Once the agreement is approved by the Joint Committee, the 
Cabinet will probably give its final approval, although a Minister 
reports that there is still a one-out-of-five chance that Golshayan 
and Foruhar will resign after thinking the matter over. barlia- 
mentary sources state that Moqbel is also thinking of resigning. 


Prospects 


It seems fairly clear that both the Cabinet and the Joint 
Committee hope that the other will take the responsibility of 
first approving the agreement. Since the Joint Committee is the 
weaker of the two, it will probably be forced to approve first. 


There seems to be -y doubt that the agreement wif be 
approved, providing the hak maintains his present attitude 
toward the issue. But the “hah will have suffered on two counts: 
first, it will have been made clear to everyone that the yloan is 
the responsibility of the Shah, and not the child of the ‘Cabinet 
or the “arliaments; secondly, the dispute has driven Hekmat and 
other conservative leaders into a sullen and resentful mood. 


FOR THE AMBASSADOR: 


Jonn Bah Bowling 
F¥rst Secretary of Embassy 


| Sent to: AmConsulates, Tabriz, Meshed, Isfahan, Khorramshahr. | 
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Re EMBDES 502, December 18 Sie 


Following meetings by Shah with PM and Cabinet and meeting 
PM and Majlis Speaker, Finance Minister introduced in Majlis, 
December 23, a priority bill for approval of proposed 75 
million dollar IBRD loan. 


December 25 Joint Plan Org Committee (by vote of 22 to 3) 
and Majlis Foreign Relations Committee approved bill. Majlis 


approval expected December 27 or 30. 


Parliamentary opposition to loan disorganized by rapid action 
of government in unexpectedly: bowing to views of Majlis and 


Senate leaders and submitting loan to Majlis, since opposition 7 
had been largely based on alleged slight to dignity of Parlias od 


ment implied in plan to bypass Majlis. DL 
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